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PREFACE 


The  cooperative  movement  has  talcen  on  a  new  importance 
in  the  United  States  within  recent  years.    The  business  de- 
pression has  accentuated  self-help  movements  and  sentiment 
favorable  to  economic  experimentation.    The  Roosevelt  Ad- 
ministration has  manifested  a  sympathetic  attitude  toward 
and  extended  definite  help  to  cooperative  groups.    A  Presi- 
dential commission  was  sent  to  Europe  last  June  to  study 
cooperatives  abroad;  the  state  of  Wisconsin  recently  passed 
legislation  providing  for  the  conpulscry  teaching  of  consum- 
ers* and  agricultural  cooperation  in  the  public  and  higher 
schools  of  that  state;  and  the  press  has  given  Increasing 
space  to  the  discussion  of  cooperatives. 

The  purpose  of  this  thesis  is  to  trace  the  growth  of 
the  cooperative  movement  in  the  United  States  and  to  consider 
the  problems  that  have  been  and  are  likely  to  be  encountered 
in  this  country. 

The  several  types  of  cooperative  enterprise  are  treated 
but,  of  necessity,  more  space  is  d.evoted  to  a  treatment  of 
Consumers ♦  Cooperation,  which  is  generally  considered  to 
be  the  true  cooperative  movement. 

Several  of  the  books  listed  in  the  bibliography  have 
been  reviev/ed  in  their  entirety  and  all  other  books,  pamphlets 
newspaper  and  magazine  articles  listed  have  been  consulted. 


J 


Literature  has  been  obtained  from  several  cooperative 
stores  in  suburban  Boston  and  the  Eastern  States  Farraers 
Exchange  at  Springfield,  Mass.  \ms  visited  bv  the  writer 

This  thesis  shows  that  the  Cooperative  Movement  in 
the  United  States  is  not  revolutionary  in  character,  and 
that  it  v;ill  supplement  and  aid  in  the  reform  of  the 
modern  capitalistic  system. 


March  1,  1937. 


Raymond  Lewis  Strangford. 
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CHAPTER  I 
THE  BIRTH  OP  COOPERATION 
Social  Problems  of  the  Industrial  Revolution 

In  the  remote  past  the  user  made  the  things  he  used, 
but  as  generations  passed  men  found  that  they  could  make 
more  things  than  they  needed  for  themselves.  Specializa- 
tion and  trade  developed  by  evolutionary  stages. 

However,  it  was  the  invention  of  a  steam  engine,  a 
spinning  '*Jenny, "  a  power  loom,  etc.,  which  revolution- 
ized industry  in  England  toward  the  end  of  the  eighteenth 
century,  and  with  the  revolutionized  industry  came  also 
revolutionized  conditions  among  the  people  engaged  in 
industry. 

As  a  result  of  this  industrial  revolution  there 
arose  in  England  a  labor  class,  whose  power  became  a  com- 
modity, which  had  to  be  sold  in  the  open  market.  If 
these  wage  earners  did  not  succeed  in  selling  their  labor 
power,  it  meant  misery  and  starvation  for  them  and  their 
families. 

Conditions  in  many  of  the  industrial  towns  of  Jitig- 
land  became  intolerable.    The  advantages  of  lowered  cost 

of  production  were  more  than  offset  by  unemployment  and 
the  evils  of  child  and  woman  labor.    The  great  savings 
were  repped  by  a  limited  class,  the  owners  of  the 
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maohines,  (1) 

By  the  early  part  of  the  last  century  the  aitxiation 
had  become  oritioal  in  ifingland  and  Scotland,  Unemployed 
adults,  displaced  by  child  labor,  were  faced  with  starva- 
tion and  social  revolution  was  threatened.    It  was  at 
this  time  that  Malthus  was  advocating  fewer  children  for 
the  working  classes.    Riots  and  destruction  of  factories 
and  machines  took  place.    Workers  organized  secretly  to 
fight  machines  —  the  trade  union  movement  began,  (2) 

The  Experiments  of  Robert  Owen 

One  of  the  first  to  attack  the  problems  created  by 
the  Industrial  Hevolution  was  Robert  Owen,  a  factory 
owner.    He  protested  against  child  labor.     13)     In  1800 
he  took  over  the  management  of  a  mill  at  New  Lanark, 
Scotland,  and  he  promptly  raised  wages,  reduced  hours 
of  labor,  and  transferred  the  children  from  the  factory 
to  schools  which  he  established.    By  many  he  is  termed 
the "father  of  public  education." 

Owen  continued  to  develop  schemes  to  help  the  work- 
ing people.    His  main  idea  was  to  promote  communistic 
colonies  in  which  the  colonists  would  own  the  land  and 


(1)  Alanne,  V.  S,,  Fundamentals  of  Consumer  Qoopera 
tion,  iiorthern  States  Cooperative  League,  Ivlinneapolis, 
I^^,  p.lO, 

12)  Sonnichsen,  Albert,  Consumers*  Cooperation,  The 
Macmillan  Company,  New  York,  1919,  p.  7. 
(3)  Ibid,,  p,  7, 
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work  the  maohinery  in  common.    His  first  colony  was  loc- 
ated in  the  United  States  at  New  Harmony,  Indiana,  hut 
it  failed  along  with  others  that  he  sponsored  near  London, 

He  gradiially  gave  up  the  idea  of  separate  communities 
and  made  plans  for  the  organization  of  cooperative  groups 
of  producers  to  sell  their  products  directly  to  consumers 
through  their  stores.    Beatrice  Potter  in  her  book,  "The 
Cooperative  Movement  in  Great  Britain, "  calls  Hohert  Owen 
"the  Founder  of  the  Cooperative  Movement,'*  (1) 

"A  cooperative  society  is  a  voluntary  association  in 
:!rhioh  the  people  organize  democratically  to  supply  their 
needs  through  mutual  action,  and  in  which  the  motive  of 
production  and  distribution  is  service,  not  profit.'*  (2) 

The  Owenite  movement  lasted  only  from  about  1820 
to  1840  and  failed  chiefly  because  of  its  philanthropic 
nature.    However,  it  has  been  considered  by  many  as  the 
forerunner  of  modern  consumer  cooperation, 

Owen  died  in  1868,    He  had  spent  all  his  money  in 
attempting  to  educate  the  public  in  regard  to  his  pro- 
posed remedies  and  in  endeavoring  to  put  some  of  them 
into  practice. 


(1)  Alanne,  V.S,,  op,  cit,,  p,  7. 
12)  Warbasse,  j.  p,,  Cooperative  Democracy.  Harper 
and  Brothers,  New  York,  19S6,  p.  7.  "  
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Early  Organization  of  VYorlcera 

Most  of  the  idealists  of  the  last  century  failed  to 
inspire  the  workers,  for  their  schemes  all  called  for 
much  money.    However,  Owen's  idea  of  collectivism  did 
impress  them* 

V?hile  the  proposed  experiments  of  the  idealists  cen- 
tered about  production,  the  earliest  organizations  of 
workers  attacked  it  from  the  other  end,  distribution. 
They  applied  the  principle  of  collective  control  in  the 
matter  of  stores  rather  than  factories  —  shopkeepers 
were  easier  to  attack  than  factory  owners. 

Some  consumer  societies  were  formed  and  stores 
opened  before  the  close  of  the  sixteenth  century.  The 
first  on  record  was  formed  at  ii'enwick,  Scotlamd,  in  1769 
by  a  group  of  poor  weavers,  and  a  similar  enterprise 
was  started  at  Hull,  England,  in  1796;  in  fact  there 
was  a  large  number  of  these  stores  in  Great  iiritain  dur- 
ing Owen's  time.  (1) 

The  Teachings  of  Dr.  King 

Dr.  Zing,  a  successful  iinglish  physician  and  an 
idealist  who  had  founded  a  technical  school  at  Brighton, 
Jingland,  became  interested  in  the  cooperative  idea  and 


(1)  Sonnichsen,  Albert,  op*  oit.,  p.  14. 
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in  1827  persuaded  his  students  to  open  a  cooperative 
store*  (1) 

Prom  1828  to  1830  he  published  a  magazine,  "Co- 
operator,  "  in  whioh  he  advocated  cooperation  as  a  means 
of  emancipation  of  the  working  classes.    After  publishing 
twenty-eight  numbers,  he  gave  it  up  in  despair  —  it  was 
not  read  by  the  workers  and  was  passed  over  by  the 
idealists*  (2) 

Modern  oooperators  did  not  hear  of  i)r»  King  and  his 
"Co-operator"  until  1913,  when  Dr.  Hans  L&iller,  secretary 
of  the  International  Alliance,  devoted  a  large  part  of 
the  1913  yearbook  to  King's  writings.  (3) 

V.  ^.  Alanne  states  that  Dr.  King  really  deserves 
to  be  designated  as  "the  Father  of  British  Cooperation.  (4) 

The  Twenty- eight  Weavers  of  Rochdale 

The  idealism  of  cooperation  that  swept  over  i^ngland 
during  the  first  part  of  the  last  century  had  almost  dis- 
appeared by  the  early  thirties.    Depression  had  caused 
most  of  the  societies  to  fail. 

The  Original  Rochdale  Society.    The  Rochdale  weavers 
are  regarded  as  the  pioneers  of  the  cooperative  movement, 

(1)  Sonnichsen,  Albert,  op.  cit.,  v.  15. 

12)  Ibid.,  p.  16. 

13)  Ibid.,  p.  15. 

14)  Alanne,  V.  3.,  op.  cit.,  p.  8. 
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In  1843  several  weavers  of  Hochdale,  iingland,  sought  to 
lessen  the  cost  of  living  by  opening  a  cooperative  store. 
Twenty-eight  of  these  weavers  agreed  and  saved  until  each 
had  accumulated  a  pound  sterling  for  initial  capital  and 
in  1844  opened  a  store  at  I'oad  Lane, 

Rochdale  principles.    It  was  not  a  new  idea  —  hun- 
dreds of  groups  of  workers  had  opened  such  stores  and 
failed.    But  their  plan  had  new  features:    (1)  goods  in 
their  store  were  to  be  sold  at  regular  uaarlcet  prices, 
(2)  dividends  were  to  be  paid  out  of  surplus  to  purchas- 
ing members  in  proportion  to  the  amount  of  his  purchases, 
(8)  shareholdings  of  members  were  to  receive  only  a 
fixed,  minimum  rate  of  interest,  (4)  an  appropriation 
was  to  be  made  from  earnings  for  education  or  propaganda, 
and  (5)  each  member  was  to  have  one  vote  in  directing 
the  affairs  of  the  society,  regardless  of  the  number  of 
shares  held,  (1) 

Success  of  the  Rochdale  plan.  Soon  after  the  found- 
ing of  the  society  at  Rochdale,  a  number  of  other  coopera- 
tive stores  on  the  same  model  were  started  in  neighboring 
communities,  and  by  1851  there  were  about  130  cooperative 
stores  in  operation  in  the  north  of  iiingland  and  Scotland, 
(ft) 


(1)  Sonnichsen,  Albert,  op.  cit,,  p.  26. 
12)  Alanne,  7.  S.,  op,  cit,,  p,  12, 
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The  plan  of  the  Roohdale  pioneers  succeeded  and 
wherever  cooperation  has  heen  successful,  it  has  been  due 
largely  to  an  adherence  to  Roohdale  principles. 

Its  success  has  been  attributed  partly  to  the  return 
of  dividends  to  purchasers,  partly  to  its  democratic  prin- 
ciples, and  partly  to  its  provision  for  education  of  the 
public. 

ITie  Movement  Spreads  in  Great  Britain 

Growth  of  local  societies.    The  growth  of  local  soc- 
ieties continued  for  about  a  generation  in  the  industrial 
districts  of  itancastershire  and  Yorkshire  in  northern 
England  and  in  Scotland* 

The  Cooperative  Wholesale.    By  1859  cooperation  had 
passed  the  experimental  stage.    Agitation  for  a  wholesale 
society  eventually  brought  repeal  of  laws  that  had  pre- 
vented it.    In  1863  the  North  of  England  Industrial  and 
Provident  Society  was  formed.    (1)    The  name  was  later 
changed  to  the  Cooperative  Wholesale  Jiociety,  and  it 
eventually  adopted  the  plan  of  the  local  societies  of 
returning  dividends  based  upon  purchases.    The  business 
of  this  wholesale  was  managed  by  a  board  of  directors 
elected  from  delegates  from  the  local  stores. 

By  1864  the  wholesale  had  a  membership  of  54 


(1)  Sonnichsen,  Albert,  op.  cit.,  p.  32. 
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sooieties,  representing  about  18,000  eooperators,  (1) 

The  wholesale  brought  marked  progress  to  the  ooopera- 
tive  movement;  in  fact,  it  was  a  saviour  to  the  small 
societies.    It  solved  the  problem  of  amateiirs'  buying  on 
the  wholesale  market.    It  saved  high  salaries  and  expenses 
of  buyers.    The  wholesale  had  greater  bargaining  power 
with  the  producers,    it  saved  the  profit  of  the  middle  men. 
It  reduced  the  possibility  of  failure  for  new  societies. 
It  helped  local  societies  out  of  their  difficulties. 

^y  1868  there  were  60,000  consumers  affiliated  with 
the  Wholesale,  and  its  total  sales  were  over  ^1,600,000 
(only  ^269,000  the  first  year).    (2)    During  thef  same 
year  a  wholesale  was  established  in  c>cotland. 

By  1934,  ninety  years  after  the  founding  of  the 
fiochdale  Society,  1136  consumers'  retail  societies  claimed 
a  membership  of  7,203,000  individuals,  or  about  one-sixth 
of  the  entire  population  of  the  country.     It  is  estimated 
that  one-eighth  of  the  retail  trade,  or  about 
$1,000,000,000  of  annual  sale,  is  now  conducted  through 
consumers'  vooperatives.  13) 

The  British  Cooperative  Union.    The  British 

(1)  SonELlchsen,  Albert,  op.  cit.,  p.  32. 

(2)  Ibid.,  p.  35. 

(3)  A  report  of  the  Domestic  Distribution  JJepartment 
of  the  Chamber  of  Conmierce  of  the  united  States,  "Coopera- 
tive Business  iJinterprises  Operated  by  Consumers,"  Washing- 
ton, D.  C, ,  p.  9. 
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Cooperative  Union  was  formed  in  1869  as  an  outgrowth  of 
a  cooperative  congress.    Its  purpose  was  to  supply  the 
demand  for  cooperative  education  and  propaganda  and  to 
give  advice  to  new  societies* 

Cooperative  production*    ii'or  many  years  cooperation 
was  limited  to  distribution,  hut  eventually  the  need  for 
a  cooperative  source  of  supply  was  felt.    Worlcers  found 
that  the  tendency  for  the  cost  of  living  to  rise  with 
wages  could  not  be  checked  even  by  a  general  system  of 
cooperative  distribution  —  fixing  of  prices  is  done  by 
manufacturers,  not  retailers  and  wholesalers*  Coopera- 
tors  came  to  realize  that  they  must  control  the  source 
of  supply* 

In  1848  the  Christian  socialists  began  to  promote 
self-governing  workshops  to  give  cooperative  stores  a 
cooperative  source  of  supply,  but  their  first  enterprises 
failed.    They  later  tried  to  tie  up  their  factories 
through  agreements  with  the  cooperative  distributors  — 
some  of  the  christian  Socialists  were  prominent  in  the 
cooperative  movement. 

The  wholesales'  banking  departments  found  that  they 
had  more  capital  than  they  could  handle,  and  that  private 
manufacturers  were  discriminating  against  them.  These 
two  factors  influenced  them  to  start  their  own  factories 
in  1872.    The  British  Wholesale  started  with  a  cracker 
factory,  next  a  boot  and  shoe  shop,  and  a  year  later  a 
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3oap  factory. 

The  Christian  Socialists  fought  cooperative  product- 
ion for  twenty  years.    They  did  succeed  in  securing  loans 
from  the  Wholesale  to  finance  their  self-governing  work- 
shops, which  eventually  failed  with  heavy  losses  to  both 
the  Wholesale  and  themselves.    Cooperative  production 
grew  steadily. 

Cooperation  Spreads  Abroad 

Beginnings.    Cooperation  naturally  started  in  Great 
Britain,  for  the  Industrial  Revolution  and  its  evils 
started  there.    It  was  only  natural  for  the  remedies  to 
start  there  also.    As  industrialism  and  its  evils  spread 
to  the  Continent,  the  remedies  followed. 

Cooperation  had  a  similar  growth  abroad.  There 
were  experiments,  failures,  and  then  success. 

A  Swiss  cooperative  bakery  started  in  1861,  still 
exists  today,  and  is  one  of  the  largest  in  the  country. 

The  first  consumers*  society  of  record  in  France 
was  started  in  1866.    The  consumer  movement  has  been 
backward  in  France  and  progress  has  been  slow,  due  to 
the  development  of  self-governing  workshops  that  were 
subsidized  by  the  government. 

Denmark  was  the  first  to  imitate  Great  Britain  in 
starting  a  wholesale. 

Germany,  like  i^ngland  and  jj*rance,  was  handicapped 


-11- 


in  the  beginning  by  the  theorists.  Self-governing  work- 
shops and  credit  societies  were  even  promoted  in  advance 
of  consumer  cooperatives* 

Development  of  cooperatives  in  Italy  was  hampered 
by  government  persecution  as  late  as  1898,  but  they  grew 
in  spite  of  that  persecution. 

Russia  was  late  in  starting  a  cooperative  movement, 
but  experienced  a  phenomenal  growth,  and  in  1919  was  the 
leader. 

Finland  did  not  get  started  in  cooperation  until  af- 
ter the  beginning  of  the  present  century,  but  is  now  cov- 
ered with  a  networlc  of  societies  and  has  one  of  the  most 
prosperous  wholesales, 

Sweden  and  Norway  both  started  after  1900,  but  today 
economic  life  in  Sweden  ia  dominated  by  cooperative  enter- 
prise.   For  Sweden  it  is  reported  that  in  1934  one-third 
of  the  country's  retail  trade  in  products  dealt  in  by 
cooperatives,  as  well  as  10^  of  the  wholesale  trade  and 
manufacturing  in  fields  relating  to  domestic  consumption, 
was  conducted  through  cooperatives.    Ketail  trade  of  the 
Swedish  cooperatives  amounted  to  $101,000,000  in  1934.  (1) 

Present  status ♦    The  following  table,  taken  from  the 
Beport  of  the  Domestic  Distribution  Department  of  the 
Chamber  of  Commerce  of  the  united  States,  shows  the 

(1)  Report  of  the  Domestic  Distribution  Department 
of  the  Chamber  of  Commerce  of  the  United  States,  op.  cit,, 
p.  9. 
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memberaliip  in  oonsumers '  oooperatlves  in  the  principal 
oooperative  countries  (exclusive  of  Russia)  in  1933,  (1) 


Membership  in  Consumers'  Cooperatives  in  Relation  to 
Population  of  Principal  Countries  1933 

Per  cent 
of  Mem- 
Population       Members  bers  to 
(000  omitted)  (000  omitted)  Population 


7,152 

15.  97^^ 

496 

13.52 

418 

10.29 

329 

9.27 

561 

8.90 

702 

8.08 

8 

7.08 

1,031 

6.82 

467 

5.76 

3,344 

5.12 

344 

5.12 

130 

4.60 

23  European  Countries., 

IS, 66^ 

5.0^ 

39 

.38 

690 

.66 

19,398 

3.88 

The  International 


Cooperation  began  to  assume  an  international  aspect 
before  1900,  but  it  has  not  progressed  far  in  a  material 
sense. 

There  is  nothing  in  the  cooperative  movement  to  con- 
fine it  to  national  boundaries,  but  it  naturally  progressed 
first  within  nations  because  of  common  language  and 


(1)  Report  of  the  jJomestic  i^istribution  Department 
of  the  Chamber  of  Coimnerce  of  the  United  States,  op.  cit., 
p.  10. 
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proMimity, 

Credit  for  the  first  step  in  international  coopera- 
tion is  given  by  Sonniohsen  to  a  Frenchman,  K.  de  boyne, 
who  had  aided  in  the  formation  of  the  French  Cooperative 
Union  in  1886.    He  proposed  a  plan  for  an  international 
organization  to  the  British  Cooperative  Union,  11) 

Due  to  efforts  of  the  Christian  Socialists,  led  "by 
Holyoake.to  make  profit-sharing  with  workers  a  condition 
of  membership,  the  International  Cooperative  Alliance 
was  formed  in  1892  on  a  compromise  basis,  (2) 

Uo  principles  were  laid  down  for  membership.  It 
started  as  a  muddle  of  profit-sharing  and  cooperation. 
Annual  congresses  were  held  for  ten  years  but  with  little 
progress.    Struggle  eventually  resulted  in  the  Internation- 
al Cooperative  Alliance  accepting  the  revolutionary  prin- 
ciples of  cooperation,  and  the  Congress  at  Glasgow  in 
1913,  just  prior  to  the  World  War,  held  much  promise  of 
international  cooperation.  (3) 


(1)  Sonnichsen,  Albert,  op.  cit.,  p.  64. 

12)  Ibid.,  p,  67. 

13)  Ibid.,  p.  84. 
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CHAPTER  II 

THE  THSITDS  OF  COKSmiERS*  COOPSRATION 
IK  TBIE  UI'IITED  STATES  TC  1918 

Protective  Unions 

Cooperation  appeared  in  the  United  States  as  early 
as  in  any  of  the  Continental  countries,  and  has  suffered 
no  more  failures  here  than  elsewhere.  (1) 

The  first  cooperative  society  was  an  cutgrov.'th  of  a 
cooperative  buying  club  and  was  formed  by  Kaulbach,  a 
Boston  tailor,  in  1844»     (2)     Around  this  societ^!^  a  feder- 
ation v/as  soon  formed,  knov/n  as  the  Workingmen '  s  Protec- 
tive Union.     In  1849  it  changed  its  name  to  the  ITew  Eng- 
land Protective  Union.     At  this  tir;.e  the  federation  had 
a  membership  of  5,109,  a  total  capital  of  4?70,000,  sales 
of  a  half  million  dollars  a  year,  and  83  local  societies 
affiliated.     In  three  years  it  grev/  to  include  403  local 
societies.  (3) 

Hov/ever,  internal  quarrels  caused  a  split  and  the 
American  Protective  Union  vras  formed.     This  latter  organ- 
ization developed  rapidly,  until  in  1657  its  local  stores 
were  doing  a  yesrly  business  of  $300,000  throughout  ten 
states,  most  of  them  in  Massachusetts.    According,  to 


(1)  Sonnichsen,  Albert,  op.  cit.,  p.  145 
(£)  Ibid.,  p.  145 
(3)  Ibid.,  p.  146 
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Sonnlchaen,  there  were  as  many  as  700  of  these  stores 
estahlished  throughout  Uew  England,  and  others  were  scat- 
tered as  far  as  Illinois  and  Canada,  and  a  few  of  them 
even  existing  in  1919.  (1) 

This  movement  declined  rapidly  just  before  the  Civil 
War  and  went  to  pieces  with  the  enlistment  of  its  members 
in  the  Civil  V/ar,    Its  rapid  growth  had  been  due  largely 
to  federation,  but  it  had  not  been  a  healthy  growth.  The 
chief  weakness  of  this  movement  was  that  local  societies 
federated  before  they  had  become  firmly  established  as 
units. 

Other  handicaps  to  this  early  movement  cited  by 
Sonniohsen    (2)  are:     (1)  tied  itself  with  outside  matters 
such  as  prohibition,  (2)  its  stores  were  not  operated  on 
Rochdale  principles         sold  as  near  cost  as  possible, 
and  13)  it  undertook  to  judge'  the  moral  character  of 
applicants  for  membership       modern  cooperation  does  not 
attempt  to  set  standards  of  personal  conduct  for  its 
members. 

The  Granger  Movement 

The  Grangers,  known  as  the  Patrons  of  Husbandry,  a 
farmers'  organization,  were  the  next  to  take  up  the  coop- 
erative movement  in  the  United  States.     In  the  early 

(1)  Sonnichaen,  Albert,  op.  cit.,  pp. 146-147. 
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aeventiea  they  began  to  establish  cooperative  stores, 
many  of  which  exist  today» 

According  to  Ellis  Cowling,  they  repeated  the  mistakes 
of  pre-Oivil  War  Bays.    (1)    They  also  attempted  to  do 
business  on  a  basis  of  charging  cost  plus  the  handling  ex- 
pense, and  they  permitted  members  to  vote  on  the  basis 
of  number  of  shares  owned.    These  two  mistakes  brought 
a  swift  defeat* 

It  can  hardly  be  considered  a  real  cooperative  move- 
ment, for  it  has  always  been  incidental  to  other  interests* 

Sovereigns  of  industry 

During  the  hard  times  and  general  period  of  unrest 
following  the  Civil  War,  the  laborers  under  the  leader- 
ship of  the  Sovereigns  of  Industry,  a  secret  order  of 
city  workers,  attempted  to  improve  their  lot  through  coop- 
eration, Just  as  the  farmers  were  attempting  to  do  the 
same  thing  under  the  Grangers* 

This  was  a  truly  cooperative  movement  in  many  ways. 
The  stores  charged  current  prices  and  the  control  was 
democratic* 

Its  leaders  took  an  advanced  stand  and  stated  that 
the  purpose  of  the  movement  was  to  check  predatory  capit- 
alism and  establish  an  industrial  system  based  on  equity* 


(1)  Cowling,  Ellis,  A  Short  Introduction  to  Consumers  * 
Cooperation,  central  States  Cooperative  xjeague,  Chicago, 
1935,  p*  38* 
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This  movement  spread  from  Maine  to  Maryland,  and 
within  two  years  had  a  total  membership  of  30,000 •  The 
most  notable  store  was  at  Springfield,  Massachusetts •  In 
1876  this  store  had  3,000  members  and  annual  sales  amount- 
ing to  ^136,000.    However,  it  failed  in  1879  due  to  poor 
management.  (1) 

The  decline  of  the  Sovereigns  of  Industry  was  as 
rapid  as  its  rise.  Their  stores  had  practically  disap- 
peared Id  J  the  end  of  the  seventies,  ailis  Cowling  be- 
lieves that  they  might  have  succeeded  in  giving  America 
a  consumers'  cooperative  movement  had  they  not  made  two 
fatal  errors.  (2)  He  states  that  they  limited  member- 
ship to  those  who  were  Sovereigns  of  Industry,  and  they 
did  a  credit  business. 

The  Knights  of  Labor 

Another  cooperative  effort  was  made  on  the  part  of 
industrial  workers  in  the  next  decade  under  the  leader- 
ship of  the  "Knights  of  Labor."    They  statted  a  number 
of  stores  for  the  purpose  of  providing  funds  for  the 
operation  of  the  Knights  of  Labor  program.     Its  leaders 
had  a  broad  view  of  cooperation,  but  it  was,  as  already 

(1)  Sonnichsen,  Albert,  op.  cit.,  p.  149. 

(2)  Cowling,  iillis,  op.  cit.,  p.  39. 
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indicated,  primarily  a  labor  organization — cooperation 
does  not  thrive  well  in  double  harness. 

Many  stores  v;ere  established  as  far  west  as  I^ansas, 
but  when  the  national  organizetion  failed,  it  took  all 
the  stores  down  with  it. 

In  California 

The  cooperative  ncvement  seemed  dead  in  the  United 
States  in  the  nineties.     There  v/ere  isolated  stores  that 
had  been  organized  by  immigrants,  who  had  received  coop- 
erative training  abroad. 

However,  at  the  turn  of  the  century  cooperative 
stores  began  to  spring  up  in  California  in  the  rural  dis- 
tricts.    At  first  thev  were  not  animated  by  idealism,  but 
were  formed  for  the  sake  of  economy. 

The  Rochdale  ".'hole sale  Society.     As  local  stores 
flourished,  their  leaders  formed  the  Rochdale  Vvholesale 
Society  at  San  Franciscc  about  1900,  '-:s  a  central  purchasing 

agency,     Eventually  100  stores  had  affiliated  Vvith  the 
Ti/holesale,  but  stores  began  to  fail  and  eijiht  or  nine  years 
later  not  m.ore  than  20  stores  remained.  (1) 

Causes  of  failure .     The  causes  of  failure  are  con- 
sidered by  Ernest  C.  F.  Adams,  one  of  the  leaders  and 


(1)  Sonnichsen,  Albert,  op.  cit.,  p.  loO. 


4 


-19- 


later  president  of  the  Pacific  Cooperative  League,  to  be: 
(1)  lack  of  business  management,  (2)  careless  extension 
of  credit,  (3)  lack  of  educational  work,  (4)  and  lack  of 
auditing  and  systematic  bookkeeping,  (1) 

Mr.  Adams  states  that:     "The  stores  succeeded  at 
first  because,  up  to  fifteen  years  ago,  almost  any  kind 
of  business  could  succeed  in  California.    In  the  country 
towns,  where  Rochdale  stores  were  located,  the  farming 
population  was  a  growing  and  prosperous  one,'*  (2) 

The  Pacific  Coast  League ,    I'he  Pacific  Coast  Leagtie 
was  formed  in  1913  in  an  effort  to  save  the  remnants  of 
the  movement  and  to  promote  it  on  a  sounder  basis.  Since 
1913  there  has  been  a  gradual  healthy  growth  due  to  in- 
telligent leadership  and  a  strong  emphasis  on  educational 
v^ork.  (3) 

The  Northwest 

The  Kight  Kelationship  League .    Another  cooperative 
movement  was  started  in  the  Northwest  about  1904  and  cen- 
tered about  Irlinneapolis,  where  a  propaganda  society  known 
as  The  Hight  Helationship  League  attempted  to  create  a 
federation.    This  movement  was  stimulated  and  financed 
by  private  individuals.    The  League  sent  out  organizers 
and  started  a  number  of  rural  societies.    It  also  published 


(1)  Sonnichsen,  Albert,  op.  cit.,  p.  151f. 
12)  Ibid,,  p.  151. 
{3}  ibid,,  p.  151, 
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an  organ,  "Cooperation." 

This  movement  resulted  in  the  establishment  of  sev- 
eral hundred  stores,  most  of  which  are  still  prospering. 

However,  the  Kight  Relationship  League  gave  up  its 
efforts  after  four  years.    It  was  discouraged  because  of 
the  lack  of  real  success. 

■heaaons  for  lack  of  growth,    aonnichsen  enumerates 
the  reasons  for  lack  of  real  growth  as  follows:     (1)  the 
locals  were  not  interested  in  federation,  {2)  the  members 
were  mostly  farmers  and,  like  the  Grangers,  emphasized 
selling  rather  than  buying,  and  (3)  the  League  attempted 
to  straddle  two  steeds  that  do  not  pull  together 
consumers'  cooperation  and  agricultural  cooperation.  (1) 

Hew  York  City 

Cooperative  Cohen,    in  1907  a  self-conscious  coopera- 
tive movement  started  in  Hew  loxk.  City  and  spread  to  sur- 
rounding territory.    In  fact,  it  prospered  more  in  the 
suburbs  than  in  the  city. 

A  cooperative  society  that  had  been  started  in  the 
ijronx  by  several  dozen  men  with  a  capital  of  less  than  a 
hundred  dollars  failed  in  the  panic  of  1907,  but  one  of 
the  leaders,  Hyman  Cohen,  a  Jewish  salesman,  carried  the 
idea  to  the  iiiast  dide* 


il)  Sonnichsen,  Albert,  op.  cit.,  p.  162. 
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Oohen  organized  the  Cooperative  League,  little  more 
than  a  fiotitious  organization  at  first,  and  carried  on 
almost  single-handed       a  tireless  propaganda  for  years. 
He  became  known  to  all  the  radical  elements  in  the  Jewish 
quarter  as  "Cooperative  Cohen.'*  (1) 

In  1911  with  about  ^>300  and  less  than  a  dozen  active 
members  the  League  opened  a  hat  store  with  a  fairly  large 
stock,  which  was  procured  largely  on  the  credit  of  one 
of  its  members. 

The  novelty  appealed  and  the  store  was  very  success- 
ful.   Quite  a  little  capital  was  accumulated  as  members 
did  not  bother  to  collect  rebates  on  a  hat  or  two. 

I'he  first  cooperative  factory.    Inspired  by  their 
early  success,  they  purchased  second-hand  machinery  and 
started  a  hat  factory.    Thus  they  violated  a  basic  prin- 
ciple of  consumer  cooperation.    They  did  not  wait  for  the 
market  to  be  established  before  starting  a  factory.  At 
least  they  had  the  distinction  of  establishing  the  first 
consumers'  productive  plant  in  this  country.  12) 

In  an  effort  to  provide  a  market  for  their  new  fac- 
tory, they  opened  three  other  hat  stores,  but  only  the 
original  store  prospered.    Losses  eventually  forced  Cohen 
to  dispose  of  the  other  stores  and  the  hat  factoyy.  This 


(1)  Sonnichsen,  Albert,  op.  cit.,  p.  153. 
(8)     Ibid.,  p.  153. 
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oontraction  had  an  adverse  influence  on  the  East  Side  Jewa 
and  retarded  cooperation  in  Hew  Yoric  City, 

The  Industrial  and  Agricultural  Cooperative  Assooie- 
tion.    The  League  finally  reorganized  into  the  present 
Industrial  and  Agricultural  Cooperative  Association,  which 
owns  and  operates  restaurants,  boarding  houses,  and  a 
butcher  shop,  its  yearly  payroll  amounting  to  about 
;i^20,000  a  year,  il) 

Significance  of  Cohen's  Cooperative  league.  This 
cooperative  league  of  Uohen's  lacked  funds,  but  it  is  sig- 
nificant because  it  possessed  the  modern  cooperative 
spirit.    Its  propaganda  had  a  lasting  influence.  Delegates 
from  the  League  to  the  National  Socialist  Convention  in 
1912  succeeded  in  silencing  the  opposition  of  Socialists 
to  cooperative  enterprise.    The  Cooperative  League  also 
has  the  distinction  of  being  the  first  democratic  coopera- 
tive organization  to  carry  on  general  propaganda  worlc 
in  the  United  States.  (2) 

Formation  of  the 
Consumers*  Cooperative  League  of  America 

In  1916  the  Cooperative  League  of  America  was  formed. 
This  was  a  propaganda  body  backed  by  private  individuals, 
but  with  its  membership  open  to  cooperative  societies  on 


(1)  Sonnichsen,  Gilbert,  op.  cit.,  p.  154. 
12)  Ibid.,  p.  166. 
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a  federation  basis.    Thia  organization  has  become  the 
"baolclione  of  the  propaganda  for  cooperation  in  the  United 
States,    It  has  stimulated  new  societies  and  succeeded 
in  bringing  existing  societies  into  a  national  body.  Its 
president.  Dr.  James  P.  Warbasse,  is  regarded  as  the  leader 
of  the  American  Cooperative  Movement. 

The  Cooperative  League  publishes  an  enormous  amount 
of  literature,  which  is  sent  out  free,  provides  standard- 
ized information,  and  provides  help  and  guidance.  Its 
educational  work  fills  a  need  never  before  supplied  in 
this  country,  and  it  serves  as  a  central  union. 

Summary 

The  history  of  cooperation  in  every  country  reveals 
a  sequence  of  experiments,  failures,  and  then  success. 
The  period  just  reviewed  for  the  United  States  was 
largely  one  of  experimentation  and  failure,  with  success 
beginning  to  appear  toward  the  end. 

In  the  great  majority  of  the  cases  where  cooperative 
societies  failed,  they  never  had  a  real  chance  to  succeed. 
The  leaders  had  not  made  it  their  business  to  master  the 
philosophy,  principles,  and  aims  of  the  movement.  Uot 
only  was  practical  business  efficiency  lacking,  but  also 
the  educational  side  was  neglected. 

One  of  the  outstanding  defects  in  most  of  these 
movements  reviewed  was  the  tendency  to  "get  the  cart  be- 
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fore  the  horse"  —  to  federate  before  the  local  units 
were  firmly  established.    In  all  of  them  one  or  more  of 
the  Roohdale  principles  were  violated.    Some  lacked 
democratic  control,  others  attempted  to  sell  below  market 
prices,  and  others  attempted  to  mix  cooperation  with 
other  matters. 

On  the  whole  there  were  no  more  failures  than  in 
other  countries.    However,  early  oooperators  in  this  coun- 
try may  be  justly  criticized  for  their  failure  to  profit 
from  the  mistakes  of  earlier  experiences  abroad.  Progress 
seems  to  have  been  by  the  method  of  "trial  and  errorf? 
more  than  by  "imitation." 
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CHAPTBE  III 

THE  DEVELOPMEIfT  OF  OCHSUIi'IERS  *  COOPERATIVES 
IH  THE  UNITED  STATES  Ai'TER  THE  WORLD  WAR 

Labor  Union  Cooperative  Societies  Among  Coal  Miners 

Consumers'  cooperation  did  not  gain  a  permanent  foot- 
hold in  the  United  States  until  after  the  World  War. 

Illinois.      When  the  war  broke  out  there  were  two 
or  three  dozen  local  societies  in  Illinois  that  had  been 
founded  among  the  coal  miners  by  their  labor  unions.  They 
were  on  a  firm  basis  due  to  the  fact  that  many  of  their 
members  had  had  cooperative  experience  in  Great  Britain. 

Since  the  war  these  Illinois  societies  have  developed 
rapidly.    In  1919  there  were  at  least  100  cooperative 
societies  in  Illinois,  most  of  them  near  Springfield,  and 
about  one-half  of  these  locals  members  of  the  Central 
States  Cooperative  Society,  a  federation  which  served  as 
a  wholesale.    ( 1) 

Pennsylvania.    This  movement  has  also  spread  to  the 
miners  of  western  Pennsylvania,  centering  about  Pittsburgh. 
Many  nationalities  are  represented  in  these  cooperative 
societies  of  miners,  but  Belgians,  Italians,  and  Slavs 
predominate.    In  one  small  town,  Bentleyville,  the  local 
cooperative,  doing  a  business  of  #200,000  a  year,  dominates 


(1)  Sonnichsen,  Albert,  op.  cit.,  p.  158. 
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the  trade  of  the  oommunity.  (1) 

These  Pennsylvania  societies  have  a  federation, 
known  as  the  Tri-3tate  Cooperative  Society,  which  has  a 
warehouse  with  delivery  service  to  locals.    The  federation 
has  not  only  induced  local  societies  to  join,  hut  also 
had  established  in  1919  twenty- three  dependent  branches. 
This  organization  has  successfully  promoted  stores  in 
some  towns  where  farmer  cooperative  stores  had  failed. 

Puget  Sound 

The  Puget  Sound  region  has  a  wide-spread  cooperative 
movement.    The  local  society  at  Seattle  was  started  in 
1918  by  a  young  Swede  named  Carl  Lunn.    He  organized  a 
society  which  bought  a  private  store.    This  store  had 
been  doing  a  business  of  f4E60  a  month,  which  developed 
to  ^7,000  a  month  in  a  short  time. 

Lunn  and  his  followers  are  labor  men  and  have  the 
unions  behind  their  movement  unofficially,  as  in  Illinois. 
The  unions  were  so  pleased  with  the  success  of  Lunn  that 
they  bought  out  the  entire  South  End  Public  Market  and 
established  a  general  wholesale  and  retail  meat  business. 
Part  of  the  premises  was  given  to  the  cooperative  grocery 
store.    Later  the  labor  unions  organized  the  meat  enter- 
prise on  a  Hochdale  cooperative  basis. 


(1)  Sonnichsen,  Albert,  op.  cit.,  p.  168. 
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Oooperation  in  North  Central  States 

Farther  north  the  cooperative  store  societies  are 
largely  organized  by  farmers,  sometimes  in  connection  with 
their  marketing  associations,    'fhis  movement  centers  about 
Wisconsin*  Minnesota,  and  the  Dakotas. 

The  Cooperative  Wholesale  ciooiety  of  America,    It  is 
in  this  region  that  the  Cooperative  Wholesale  Society  of 
America  was  formed,  with  head(iuarters  at  St.  Paul,  Minne- 
sota,   Many  of  the  societies  in  this  region  have  numerous 
branches.     In  1918  one  had  75  branches  with  a  paid-in 
capital  of  $700,000  and  had  begun  manufacturing  on  the 
Rochdale  plan. 

The  Cooperative  Wholesale  Society  at  St.  Paul  is 
repeating  the  mistakes  of  the  Right  Relationship  League 
in  attempting  to  coordinate  labor  and  consumer  elements. 

The  Finns.    Most  of  the  cooperative  activity  in  this 
country  seems  to  be  in  the  vi/est  and  Middle  West.  The 
backbone  of  the  consumer  movement  is  among  the  i'inns  in 
Wisconsin  and  Minnesota,  where  it  has  been  operating  for 
more  than  a  generation.    An  extensive  system  of  coopera- 
tive general  retail  stores  exists,  chiefly  in  the  small 
towns,  and  most  of  them  belong  to  the  Central  Cooperative 
Wholesale  of  Superior,  Wisconsin.    This  wholesale  in  1935 
did  a  wholesale  business  of  more  than  000,000. 


;  J  3  i  I 
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Compulaory  cooperative  education.    The  cooperative 
movement  is  so  firmly  established  in  Wisconsin  that  a 
state  law  has  been  passed  which  rectuires  that  cooperative 
principles  be  taught  in  the  public  schools. 

The  Iforth  Central  states  accounted  for  slightly  more 
than  70/^^  of  the  consumer  societies  in  the  United  States 
and  over  60fo  of  the  membership  in  such  societies,  (1) 

Wholesales.    Minneapolis  has  the  distinction  of 
having  the  first  cooperative  oil  wholesale  in  the  United 
States,  the  Midland  Cooperative  ^Tholesale.  Superior, 
Wisconsin,  is  the  home  of  the  largest  wholesale  coopera- 
tive store  association  in  America  in  the  Central  Coop- 
erative Wholesale,  with  over  130  retail  member 
associations.  (2) 

One-third  of  the  milk  in  the  city  of  Minneapolis  is 
distributed  through  the  i'ranklin  Cooperative  Creamery, 
the  largest  example  of  cooperative  milk  distribution  in 
America.  (3) 

The  business  done  by  consumers'  societies  in  1933 
amounted  to  over  #40,000,000.    Three-fourths  of  this  was 
done  in  the  East  and  West  Korth  Central  states  with 
Minnesota  societies  accounting  for  one-fifth  of  the  total 


(1)  Bureau  of  Labor  Statistics,  united  States  Depart- 
ment of  Labor,  Washington,  D.  C,  Monthly  Labor  Review, 
Vol.  iXXI,  p.  835. 

(2)  Bowen,  Ji.  R.,  A  Cooperative  jjemocracy.  The  Coop- 
erative League,  i^iew  ^ork,  p.  14. 

(3)  Ibid.,  p.  14. 
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sales. 

Oloquet,  i/dnneaota.    Oloquet  is  the  center  of  consid- 
erable development  in  consumers'  cooperative  undertakings. 
Here,  in  this  town  of  7,000  people,  is  located  one  of  the 
largest  consumers'  cooperative  organizations  in  the  United 
States.    In  1935  the  Oloquet  Cooperative  iiociety  did  a 
business  of  #566,006.    Observers  of  the  cooperative  move- 
ment in  this  territory  attribute  as  much  as  90:^  of  the 
success  to  ii'innish  immigrants.    The  ii'inns  are  said  to  be 
a  clannish  people  and  do  business  with  those  of  their  own 
race  in  preference  to  any  other. 

The  Oloquet  society  is  one  of  approximately  one  hun- 
dred cooperative  organizations  affiliated  with  the  Central 
Cooperative  Wholesale  at  Superior,  Wisconsin.    It  was 
organized  in  1917  and,  doing  a  wholesale  business  of 
jij>138,423  in  that  year,  in  1936  it  reached  in  sales 
12,185,244.90.  (1) 

Central  States 

Finnish  societies  in  Illinois.    The  earliest  begin- 
nings in  the  central  states  came  at  Waukegan,  Illinois, 
and  Dillonvale,  Ohio.     In  1910  a  group  of  i'inns  established 
the  Cooperative  Trading  Company  of  Waukegan.    By  1935  it 
did  an  annual  business  of  $600,000. 


(1)  Gunnison,  A.  B.,  "Consumers'  Cooperatives  on  Main 
Street:"    Ifation's  Business,  iiovember  1936,  p.  100. 


'Of 


-30- 


The  iiohemians  in  Ohio.    Bohemians  organized  the  New 
Cooperative  Company  of  Dillonvale  at  about  the  same  time* 
It  now  operates  branch  stores  in  six  surrounding  towns,  (1) 
The  seoond  largest  society  in  this  territory  is  the  Y/ork- 
ingmen'3  Cooperative  Company  of  Cleveland,  Uhio,    it  was 
also  oreated  by  Bohemian  immigrants. 

The  uentral  states  Sooperative  League.    There  are 
now  2E  societies  in  Illinois,  Indiana,  uhio,  and  lower 
Michigan  organized  into  the  Central  atates  Cooperative 
League,  which  is  primarily  an  educational  federation,  it 
also  operates  a  ;joint-buying  service  for  its  member  soc- 
ieties which,  it  is  expected,  will  grow  into  a  wholesale 
society  in  the  near  future.  12) 

(raaoline  and  oil  associations,    trasoline  and  oil 
cooperative  associations  are  a  development  of  the  past 
decade.    They  are  found  mainly' in  these  central  states 
and  chiefly  in  the  rural  and  farming  sections  where  the 
cost  of  gasoline  and  motor  oils  forms,  a  large  factor  in 
the  cost  of  crop  production. 

Hard  times  hit  the  American  farmers  right  after  the 
war,  and  finding  that  the  government  paid  little  attention 
to  their  pleas  for  help,  many  farmers  set  out  to  help 
themselves  through  cooperation,    cooperative  retail  stores 
began  to  dot  the  country,  and  the  farmer  also  turned  to 

(1)  Cowling,  iillis,  op.  oit.,  p.  40. 
12)  Ibid.,  p.  41. 
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cooperative  distribution  of  petroleum  products  —  the 
automobile  and  tractor  had  become  an  important  factor  in 
farming. 

jsy  1934  there  were  1500  cooperative  oil  societies 
of  farmers  distributing  petroleum  products,  11) 

Cooperation  in  the  iiast 

The  Jj'inns  of  if'itchburg,  L^ssaohuaetts.    There  are 
some  examples  of  successful  cooperation  in  the  ij^st.  A 
notable  example  is  the  united  Cooperative  t>ooiety  at 
jj'itchburg,  itassachusetts.    This  society  was  started  in 
1910  but  most  of  its  growth  has  come  since  the  World  War. 
This  society,  like  many  in  Minnesota,  was  formed  by 
Pinns,    It  did  a  business  of  ^20,000  in  its  first  year. 
By  1919  this  society  owned  four  grocery  stores,  a  men's 
clothing  store,  and  a  bakery,  -with  a  combined  sales  of 
a  half  million  dollars.  (2) 

In  1929  this  society  opened  a  coal  yard,  and  in  1931 
a  grocery  store  and  milk  business  were  purchased  in  (Jard- 
ner,  a  neighboring  city.     It  now  owns  five  grocery  stores, 
one  shoe  store,  one  bakery,  a  coal  yard,  a  cafeteria,  and 
two  milk  plants.  (3) 

Jewish  cooperation  in  Hew  York  City  and  suburbs.  At 
Paterson,  Hew  Jersey,  a  cooperative  bakery,  the  Purity 


(1)  Cowling,  Ellis,  op.  cit..  p.  42. 

(2)  United  Cooperative  Society,  Fitohburg,  I5assachu- 
setts.  a  pamphlet,  A  Word  about  Cooperation  Here  in 
fitohburg, 

TSj  Ibid, 
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Bakery,  was  organized  in  1909  by  Jewish  immigrants  in 
order  to  provide  for  themselves  a  particular  kind  of  bread 
desired.    At  first  it  was  not  run  on  strictly  Koohdale 
principles.    Instead  of  charging  market  prices  and  return- 
ing profits  to  the  purchasing  members,  the  society  sold 
its  bread  at  a  little  above  cost,  and,  if  a  surplus  re- 
mained, that  was  devoted  to  some  public  charity  or  to 
strike  funds* 

During  the  World  War  period  the  Purity  Bakery  set 
up  a  Hochdale  constitution  and  began  to  distribute  its 
surplus  in  rebates  to  the  members.    The  resUlt  was  a 
great  growth  in  membership  and  the  bakery  became, the 
largest  in  Paterson. 

JPollowing  the  World  War  a  cooperative  housing  move- 
ment developed  in  Kew  York  City.    There  are  now  five  of 
these  housing  associations  in -the  city  with  a  total  in- 
vestment of  well  over  #6,000,000.    (1)    The  Amalgamated 
Cooperative  Apartment  Houses  of  l^ew  York  is  an  outstand- 
ing example.    3ix  hundred  families  of  the  lower  East  Side 
have  built  themselves  a  series  of  attractive  apartments 
houses  adjacent  to  Van  Cortlandt  Park,  where  they  pay 
less  per  room  to  purchase  their  own  apartments  than  they 
formerly  paid  in  rent  to  private  landlords  in  the  slum 
districts.  (2)  

(1)  Cowling,  iJillis,  op.  cit.,  p. 41. 
12)  The  Cooperative  League,  Hew  York,  a  pamphlet, 
A  Cooperative  Democracy,  pp.  13-14. 


A  ohain  of  oafeteriaa  has  been  developed  in  New  York 
City  by  the  Consiimers '  Cooperative  Services.  Although 
only  fourteen  years  old,  it  now  runs  11  cafeterias,  has 
financed  a  large  cooperative  apartment  house,  and  still 
has  over  #100,000  in  the  bank  after  five  depression 
years,  11) 

The  Eastern  t^tates  farmers '  ^change.    The  farmers 
of  the  eastern  states  have  developed  a  society  to  purchase 
their  grain,  seed,  and  farm  supplies  for  them.    The  East- 
ern States  Farmers*  Exchange,  contrary  to  the  theory  of 
consumers'  cooperation,  started  on  a  large  scale.    It  is 
not  a  federation;  individual  farmers  are  themselves  the 
members. 

Mr.  Quentin  Reynolds,  the  present  manager  of  the 
organization  states  that:     "The  Eastern  States  i'armers' 
Exchange  was  started  in  1918  with  headquarters  at  Spring- 
field, Massachusetts,  in  order  that  farmers  might  purchase 
at  wholesale  the  raw  materials  which  they  use  to  produce 
milk,  eggs,  crops,  etc.,  which  they  sell  at  wholesale. 
The  emphasis  was  placed  at  first  on  the  opportunities  in 
collective  action  for  saving  in  prices  and  in  distribution 
costs.    Savings  proved  to  be  obtainable,  but  they  were 
secured  primarily  by  eliminating  many  of  the  steps  in 
distribution  which  cost  farmers  more  than  they  were 


(1)  The  Cooperative  League,  New  York,  op.  cit.,  p.  13. 
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worth,"  (1) 

A  personal  interview  with  I5r.  Reynolds  diaolosed 
that  his  organization  has  given  up  the  idea  of  trying  to 
compete  with  old  line  dealers  on  a  price  basis, as  the 
margin  of  profit  in  retailing  grain,  seed,  etc.,  is  not 
large.     Instead,  the  Eastern  States  jj'armers '  Exchange  is 
competing  very  successfully  on  a  "basis  of  <iuality.  (2) 

In  1926  the  Exchange  purchased  a  feed  plant  at  Buf- 
falo, New  York,  in  order  that  it  might  have  control  over 
its  source  of  supply.  It  gave  the  quality  program  a  new 
significance,  I'he  plant  at  iiuffalo  includes  a  laboratory 
in  which  all  incoming  commodities  are  tested  before  they 
are  accepted. 

The  ii&change  now  owns  fertilizer  factories  at  Boston, 
i^ssaohusetts,  and  ififilmington,  iJtelaware, 

By  1934,  in  spite  of  severe  competition,  the  Exchange 
had  50,000  members,  whose  purchases  amounted  to 
1)12,000,000.    I'armers  are  served  from  imine  to  laaryland. 

This  movement  is  of  particular  significance  in  that 
it  emphasizes  "quality"  rather  than  "price"  as  a  basis 


(1)  Eastern  dtates  Jj'armers'  Exchange,  iipringf ield, 
Massachusetts,  Cooperative  Buyi ng  of  J'arm  :>upplie3,  re- 
print of  a  speech  made  by  Quentin  Reynolds  before  the 
American  i^arm  Economic  Association  at  Chicago,  ijecember 
27,   1934,  pp.  157-168, 

\Z)  Interview  —  Lir.  '4uentin  Reynolds,  manager  of 
Eastern  States  i'armers '  Exchange,  at  iipringf  ield,  is/jassa- 
chusetts,  December  26,  1936. 
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for  competition,  end  that,  oontrary  to  consumer  coopera- 
tive experience,  it  was  successfully  started  on  a  large 
scale. 

The  Pennsylvania  Jj'arm  Bureau  (Cooperative  Association 
has  introduced  cooperative  gasoline  into  the  East  and 
also  sella  cooperative  insurance. 

The  Tampa  Movement 

After  a  long  strike  of  Spanish-speaking  workers  in 
cigar  factories  at  Tampa,  i'lorida,  the  vjorkers  began  agit- 
ating for  community  stores.    iTiey  knew  nothing  of  Kochdale 
principles,  hut  had  conceived  the  idea  as  a  means  of  im- 
proving their  economic  position. 

They  started  a  small  society  in  1914  with  a  capital 
of  only  ig)60.    By  1917  there  were  seven  of  these  small 
societies  in  West  Tampa  and  Ybor  City  with  a  total  member- 
ship of  450. 

By  1919  there  were  21  societies,  with  a  total  member- 
ship of  1500  and  a  total  retail  trade  amounting  to  nearly 
#70,000  a  month. 

Retailers  in  this  region  fought  the  cooperative  soc- 
ieties with  a  boycott  in  which  they  forced  all  but  one 
wholesaler  to  stop  selling  to  cooperative  stores.  The 
societies  combined  loosely  and  with  the  aid  of  the  local 
press  succeeded  in  breaking  the  boycott.    The  result  was 
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an  inorease  of  mem"bersbip  to  1700, 

Wholesale  Societies 

The  successful  operation  of  retail  consumers'  soc- 
ieties in  the  face  of  competition  by  private  "business  men 
reci.uires  that  the  societies  have  their  own  wholesale  soc- 
ieties as  a  source  of  supply. 

The  chief  development  of  the  past  decade  has  been  the 
formation  of  wholesale  societies,  particularly  of  those 
handling  petroleum  products. 

Cooperative  wholesaling  has  had  a  checkered  career 
in  the  United  States,     It  had  a  "boom  development  immediate- 
ly following  the  war  and  then  a  period  of  failure  followed 
in  which  only  a  few  welljpmanaged  wholesales  survived. 

The  newer  wholesales  are  proceeding  cautiously,  and 
are  acting  as  jobber  rather  than  wholesaler. 

In  1929  there  were  11  district  wholesales  and  one 
national  wholesale.    The  district  wholesales  had  918 
local  societies,  and  4  of  them  were  operating  50  retail 
branches.    Six  of  the  district  wholesales  were  purchasing 
through  the  national  wholesale,  (1) 

Improved  economic  conditions  were  reflected  in  the 
business  operations  of  the  regional  wholesales  in  1934. 
Sales  were  more  than  50%  larger  than  in  the  preceding  year. 

(1)  The  geferenoe  ghelf.  Vol.  Xi,  No.  2:     "Oonsumers ' 
Cooperatives",  The  K.  W,  Wilson  Company,  New  York,  1936, 
p.  133. 


-37- 


Students •  Cooperative  Societies 

The  oldest  cooperative  society  in  the  United  States 
today  is  the  Harvard  Cooperative  Society  of  Harvard  Univer- 
sity, Cambridge,  luiassachusetta,  organized  in  1882.  In 
volume  of  business  it  is  second  only  to  the  JJ'ranklin  Coop- 
erative Creamery  of  Mnneapolis,  Mnnesota. 

Students  at  Harvard  fifty  years  ago  were  forced  to 
pay  more  for  the  things  they  bought  than  the  people  of 
Boston  and  Cambridge  paid.    As  a  result,  (Jharles  H.  Kip, 
Class  of  '83,  founded  the  Society. 

Until  1907  the  Society  occupied  (iuarters  belonging 
to  Harvard  University.     In  that  year  it  bought  out  and 
moved  to  the  Lyceum  Jiuilding,  the  site  of  its  present 
home* 

In  1915  a  branch  of  the  Society  was  opened  opposite 
the  buildings  of  the  Llassachusetts  institute  of  Technology. 
It  has  9,100  members  at  the  Harvard  Square  shop  and  2600 
at  iviassachusetts  Institute  of  Technology. 

The  recent  economic  depression  has  stimulated  the 
students'  cooperative  movement.    All  over  the  United 
States,  especially  in  the  western  states,  there  has  been 
growing  up  a  strong  campus  cooperative  movement. 

In  19S3  students  at  the  University  of  viashington, 
who  were  struggling  to  continue  their  college  careers, 
began  a  cooperative  housing  society.    They  succeeded  in 
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cuttinf-  the  cost  of  room  and  board  to         a  month;  The 
project,  which  started  with  one  house,  has  grown  to  ei,';^ht 
cooperative  housing  societies, 

ii.  similar  movement  was  started  at  the  University  of 
Iowa  in  1932  and  by  19oo  included  ten  cooperative  houses. 
Savings  of  '':10  a  month  and  up  have  been  realized  by  the 
student  members. 

At  the  University  of  Michigan,  students  v/ho  found 
themselves  unable  to  pay  prevailing  prices  for  board 
organized  a  cooperative  cafeteria  and  reduced  the  cost 
of  board  from        to  .^2.50  per  week. 

Students  at  Martin  Luther  College,  New  Ulm,  Minne- 
sota, have  a  successful  cooperative  rooming  house. 

At  the  University  of  Idaho  the  university  has  spon- 
sored four  cooperative  rooming  houses  with  a  cost  to 
student  members  as  low  as  i-'6  to        per  month,  which  has 
made  it  possible  for  200  students  to  remain  at  college. 

Scattered  throughout  the  colleges  today  are  coopera- 
tive bo^ck  stores,  cafeterias,  housing  projects,  and  buy- 
ing clubs.  (1) 

According  to  the  New  York  Sunday  Times  for  F.arch  7, 

1937  there  are  73,232  college  students  enrolled  in  campus 

cooperatives,  which  do  an  annual  business  close  to 
:33,000,000.     These  student  cooperative  associations  are 


(1)  Fov/ler,  5.  B. ,   "Cooperation  on  the  Campus;" 
weeklv  magazine  section,  Christian  Science  I'onitor ,  Boston, 
August  21,  1935,  p.  4. 
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nov;  located  on  159  carpuses  and  include:  fiftY--flve 
dormitories,  twenty'-  cafeterias,  and  thirty  book  stores. 
!Iost  of  this  development  has  taken  Dlace  in  the  last  four 
years.  (1) 

The  real  significance  of  this  movement  is  not  the 
relief  that  cooperation  has  given  to  distressed  students 
in  time  of  depression,  but  the  bearing  that  it  may  have 
on  the  future  development  of  the  cooperative  movement  in 
this  country.     These  young  people  will  be  the  leaders  of 
tomorrov/.     If  they  he^e  become  imbued  with  the  ideals  of 
cooDeration ,  they  will  carry  the  idea  back  to  their  com- 
munities and  provide  the  impetus  necessary  for  a  develop- 
ment comparable  to  that  in  European  coujitries. 

Summary 

Tvhile  the  re-^ults  in  consumers'  cooperation  are  small 
in  the  United  States  as  compared  with  the  development  in 
European  countries,  it  is  evident  that  cooperation  is  here 
to  stay. 

The  period  of  experimentation  and  failure  preceded 
the  'Vorld  Vvar.     ""his  post--»ar  Period  has  been,  though  not 
spectacular,  one  of  successes. 

From  the  following  table,  which  was  taken  from  The 
Reference  Shelf,  Vol^jme  XI,  Number  2,  entitled  ''Consumers' 


(1)   "Cooperatives  Band  on  lo9  Campuses;"    Ne-.v  York 
-  Sunday  Times,  New  York,  llarch^  7,  1937,  p.  6  . 
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Cooperatives , "  It  is  apparent  that  most  of  the  gain  in 
recent  years  v/as  in  cooperative  gasoline  and  oil  associa- 
tions and  that  only  14  retail  stores  date  t^^eir  existence 
later  than  1925. 


/ 
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Piatribution  of  Consumers'  Cooperative  Societies  According 

to  Period  in  Which  Established 


Year  in 
whioh 

Ketail 
store 

-jistrib- 
utive 

G^asoline 
and  oil 

Other 
types 

Total 

estab- 
lished 

soc*^  .i- 
ieties 

dep ' ts 
of  mar- 
keting 
ass 'ns 

assoc- 
iations 

of 

soc- 
ieties 

iJ  lim- 
ber 

1881-1886 

2 

-- 

-- 

2 

0»4 

1886-1890 

1 

-- 

1 

.2 

1891-1895 

4 

-- 

-- 

-- 

4 

•  8 

1896-1900 

3 

-- 

— — 

3 

•  6 

1901-1905 

6 

1 

1 

-- 

7 

1»4 

1906-1910 

12 

Z 

1 

— 

15 

2.9 

1911-1915 

43 

9 

4 

1 

67 

11.0 

1916-1920 

120 

16 

4 

IS 

161 

29.3 

1921-1926 

24 

6 

83 

4 

67 

11.0 

1926-1929 

7 

1 

110 

3 

121 

23.4 

1930-1933 

 7 

JL 

83 

_7 

98 

19.0 

Total 

228 

36 

226 

27 

516 

100.0 

The  backbone  of  the  consumers'  cooperative  movement 
in  this  country  is  in  the  Central  and  X^orth  Central  States 
iviinnesota  societies  account  for  about  one-fifth  of  the 
total  sales  of  consumer  societies. 

Most  of  the  success  of  the  consumers'  cooperative 
movement  must  be  given  to  nationalistic  elements.  Most 


(1)  The  i^>eference  Shelf,   vol.  XI,  ilo.  2,  op.  cit., 
p.  124. 
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of  the  progress  in  i.iinnesota  in  the  West  as  well  as  laasa- 
achusetta  in  the  East  has  been  made  by  the  jj'inns.  In 
the  West  we  find  that  the  Bohemians,  Swedes,  Belgians, 
Italians,  and  Slavs  have  been  responsible  for  practically 
all  the  progress  that  cannot  be  attributed  to  the  iJ'inns, 
Development  in  and  about  l^ew  iork  (Jity  has  been  almost 
entirely  among  the  Jewish  element,  while  at  Tampa,  i^lorida, 
consumers'  societies  were  developed    by  the  Spanish 
element. 

The  success  of  the  Eastern  States  farmers*  Exchange 
in  competition  on  a  basis  of  quality  not  price  is  a 
significant  development  in  consumers'  cooperation,. 
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CHAPTEE  17 

COOPERATIVE  CREDIT  AKD  UTSURAUCE 

Punctiona  of  the  Credit  union 

The  credit  union  is  another  type  of  oonsiuner  coopera- 
tion which  is  rapidly  spreading  in  the  united  States. 
Credit  unions  are  organized  under  different  statutes  than 
distributive  societies,  and  there  is  now  a  special  credit 
union  law  in  operation  in  most  of  the  states.  Credit 
unions  are  generally  supervised  by  state  banking  depart- 
ments. 

Credit  unions  are  more  or  less  exclusive  organiza- 
tions.   Most  of  them  are  formed  among  the  employees  of 
large  industrial  concerns,  or  among  federal,  state,  and 
municipal  employees. 

The  purpose  of  the  credit  union  is  to  provide  loan 
facilities  for  the  average  wage  earner,  who  has  no  bank- 
ing connections  and  no  security  to  offer  when  in  need 
of  money.    In  times  of  stress  he  formerly  had  to  depend 
on  charity  or  "loan  sharks." 

The  credit  union  does  not  compete  with  other  banking 
facilities,  it  supplements  them.    Hence,  it  is  opposed 
only  by  the  short-term  loan  companies.     It  seeks  to  ppo- 
mote  thrift  and  eliminate  usury. 

The  Massachusetts  Credit  union  Law  defines  a  ctedit 
union  as:     "a  corporation  formed  for  the  purpose  of 
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accumulating  and  investing  savings  of  its  members  and 
making  loans  to  them  for  provident  purposes."  (1) 

According  to  iiergengren,  credit  unions  seek  to  make 
depositors  of  millions  who  do  not  deposit  and  to  make 
credit  available  for  millions  who  now  must  have  recourse 
to  charity  or  usurer* 

Historical  Background  of  the  Credit  Union  iiovement 

I'he  Raif f ersen  System,    u'rederick  William  Henry 
Raiffersen  11818-1888),  while  mayor  of  Jj'lammersf ield, 
Germany,  foxinded  a  credit  society  in  1849.    'i'he  purpose 
of  this  organization  was  to  loan  money  to  the  peasants 
in  order  that  they  might  purchase  livestock  on  the  install- 
ment plan. 

This  movement  was  not  truly  cooperative  as  he  secured 
the  funds  from  well-to-do  friends,  who  kept  the  control 
in  their  hands. 

Another  of  these  societies  was  founded  at  Heddesford, 
Germany,  in  1864,  but  again  the  fundamental  cooperative 
principle  of  self-help  was  lacking. 

In  1869  these  societies  were  organized  on  a  coopera- 
tive basis  and  the  function  of  cooperative  buying  was 
added.    I'hus  1869  marks  the  real  beginning  of  rural  coop- 
erative creait. 


(1)  Bergengren,  E.  F.,  Cooperative  Banking,  The  I;jac 
millan  Company,  New  York,  19S3,  p. 


•rot  I' 


or 
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i3y  1912  there  were  17,000  of  these  societies  with  a 
raemhership  of  1,700,000  members.  (1) 

The  aohulze^Delitzsch  System.    Herman  dohulze- 
jjelitzsoh,  a  member  of  the  National  Assembly,  who  had  be- 
come interested  in  cooperation  as  a  measure  of  relief  for 
the  poor  during  the  stress  of  1846-7,  organized  a  credit 
society  at  Eilenburg,  iiermany,  in  1850.  (2) 

By  1869  there  were  183  of  these  societies  with  a 
membership  of  18,676. 

m  1860  he  was  elected  president  of  a  federation  of 
these  credit  societies,  and  he  devoted  his  full  time  to 
this  position  until  his  death  in  1833. 

The  aohulze-i)elitz3Ch  system  differed  from  the 
itaiffersen  system  in  several  ways.    Jj'irst,  iichylze- 
Delitzsch  believed  in  a  large,  mixed  membership  from  an 
unrestricted  area,  while  itaiffersen  favored  a  small  mem- 
bership of  one  class  of  people,  confined  to  an  area  of 
not  more  than  2,000  inhabitants,    second,  3chulze- 
Delitzsch  believed  in  the  payment  of  as  large  a  dividend 
as  possible,  while  Raiffersen  made  no  distribution  of 
profits.    Third,  the  aim  of  the  iichulze-Delitzsch  societies 
was  materialistic,  while  the  aim  of  the  Eaiffersen  soc- 
ieties was  humanitarian. 


(1)  Bergengren,  E.  P.,  op.  cit.,  p.  46. 

(2)  Ibid.,  p.  47. 
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Credit  unions  in  Canada.  The  first  credit  union  in 
North  America  was  founded  in  Canada  by  Alphonse  Desjardinea 
In  1886,  as  a  journalist,  he  became  interested  in  the  prob- 
lems of  usury,  studied  the  experiments  in  i^ermany  and  other 
European  countries  for  fifteen  years,  and  in  1900  organized 
the  first  Canadian  credit  union  at  Levis,  Quebec.  (1) 

He  managed  his  own  bank  until  his  death  in  1921.  3ino 
that  time  it  has  been  managed  by  his  son  and  in  1923  had 
assets  of  over  ^1,000,000.    Alphonse  Desjardines  became 
known  as  the  "Raiffeifcsen  of  Quebec,"  as  he  gave  his  life 
to  the  service  of  organizing  the  rural  type  of  credit 
union  throughout  Canada. 

Cooperative  credit  comes  to  the  United  States. 
Desjardines  was  also  prominently  associated  with  the  be- 
ginning of  the  credit  union  movement  in  the  United  States. 
He  organized  the  first  society  at  Manchester,  New  Hamp- 
shire, in  1909.    A  special  act  was  passed  by  the  New  Hamp- 
shire legislature,  which  followed  the  Canadian  plan. 

Massachusetts  was  the  first  state  to  enact  a  general 
law  to  permit  the  organization  of  credit  unions.  I'his 
law  was  passed  in  1909  through  the  combined  efforts  of 
Pierce  Jay,  state  commissioner  of  banking,  and  Edward  A. 
Pilene,  a  JBoston  merchant,    i^esjardines  also  came  to 
Boston  on  invitation,  and  helped  to  draft  the  law.  The 

(1)  Bergengren,  op.  cit.,  p.  50. 
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first  L'jassaohusetta  credit  uhion  was  established  in  1910. 

The  Maaaachusetts  and  the  ITew  York  laws  follow  the 
Schulze-Delitzach  plan  and  henoe  are  of  the  urhan  type. 

The  North  Carolina  law  came  from  a  different  source • 
In  1913  a  presidential  filommission  investigated  the  types 
of  credit  unions  in  Europe  with  a  view  to  finding  a  solu- 
tion to  agricultural  credit  problems  in  this  country,  Ivir, 
John  Sprunt  Hill,  a  banker  of  Jjurham,  Horth  Carolina  and 
a  member  of  the  Commission,  stressed  the  value  of  the 
Raiffersen  system. 

As  a  result  a  credit  union  law  was  enacted  in  North 
Carolina,  largely  due  to  the  efforts  of  Mr,  Hill, 

Credit  union  laws  vary  from  state  to  state;  no  two 
are  exactly  alike,    Llassachusetts  and  New  York  follow 
the  Schulze-Delitzsch  system       urban  societies;  Hew 
Hampshire  followed  the  Quebec  plan;  while  most  of  the 
other  states  are  of  the  urban  type  and  follow  the 
Raiffersen  plan, 

oredit  Union  Development  in  the  United  States 

Massachusetts.    In  1910  there  was  only  one  credit 
union  with  105  members,  assets  #2,448.50,    By  1914  there 
were  47  unions,  with  a  membership  of  6,149,  assets  of 
$279,358  and  loans  of  ^^224,360,    By  1929  itessaohusetts 
led  all  states  in  number  of  unions  with  a  total  of  299, 


i 
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jjew  York.  The  oredit  union  law  was  passed  in  thia 
state  in  1913.  The  law  was  drafted  by  Arthur  H.  Ham  of 
the  ituasell  Sage  Foundation.  It  is  of  present  interest 
to  note  that  ij'ranklin  i*.  Roosevelt,  a  state  senator,  had 
previously  introduced  a  bill  to  permit  rural  oredit  unions 
only,  but  withdrew  his  bill  in  favor  of  the  one  drafted 
by  the  js'oundation. 

The  oredit  union  movement  in  Uew  York  state  has 
lacked  the  propaganda  and  direction  that  made  it  success- 
ful in  jiiurope,  Canada,  and  Llassachuaetts .    However,  in 
spite  of  these  handicaps,  New  York  has  passed  Llassachusetts 
in  both  assets  and  membership. 

By  1921  there  were  82  oredit  unions  in  New  York  state, 
and  by  1929  there  were  125. 

One  criticism  of  the  Uew  York  movement  is  the  ten- 
dency to  lose  sight  of  service  in  the  eagerness  to  make 
large  profits  by  charging  high  rates  of  interest. 

Rhode  island.    This  state  passed  an  excellent  credit 
union  law  in  1914  but  without  any  provision  for  propaganda. 
As  a  result  the  development  has  been  retarded. 

Until  1920  the  Central  ij'alls  Credit  Union  was  the 
only  one  in  the  state.    The  employees  of  the  IJew  England 
Telephone  and  Telegraph  Company  organized  one  in  1920  and 
by  1921  had  654  members  and  assets  of  ^18,750.10. 

New  Hampshire.    As  previously  stated,  the  first  credit 
union  in  the  country  was  organized  at  Manchester,  Uew 
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Hampaliire  in  1909.  In  point  of  assets  it  was  the  largest 
in  the  country  in  1983 • 

New  Hampshire  passed  an  excellent  general  credit 
union  law  in  1921,  but  failed  to  provide  propaganda  and 
organization  provisions. 

Telephone  workers  were  the  first  to  make  use  of  the 
new  law,  and  in  1922  their  union  had  a  membership  of  326, 
with  assets  of  nearly  ;i}>10,000. 

Uorth  Carolina.    The  acuteness  of  the  rural  credit 
problem  attracted  a  great  deal  of  attention  to  this  law, 
but,  unlike  the  stronger  urban  societies  in  other  states, 
the  North  Carolina  unions  have  had  great  difficulty  in 
surviving  the  era  of  speculation  after  the  World  War. 

Some  of  the  unions  are  made  up  of  whites  and  some 
are  entirely  composed  of  negroes.    Most  of  them  have 
lacked  skilled  management,  and-  state  supervision  has 
lagged  badly.    The  fluctuations  in  the  price  of  cotton 
have  seriously  affected  these  credit  unions.    The  system 
has  survived,  but  11  out  of  33  unions  failed  in  two  dif- 
ficult years. 

Other  states.    Utah  enacted  a  law  in  1915  which  was 
not  workable.    It  was  a  credit  union  law  in  name  only. 
The  organization  provisions  were  so  stringent  that  it 
could  not  be  taken  advantage  of  by  people  who  must  save 
in  small  amounts.    Mo  use  had  been  made  of  it  up  to  1923. 

South  Carolina  passed  a  credit  union  law  in  1915, 


1  J. 
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but  also  omitted  the  essential  provision  for  propaganda 
and  ortianization.     Such  provisions  are  a  necessity  in  a 
state  ;vhere  the  law  is  to  be  utilized  by  farmers  in 
sparsely'-  settled  districts. 

Maine  had  no  ^-;eneral  lav;  up  to  1923.     A  special  act 
v/as  passed  in  1921  to  allow  the  en.Dloj'-ees  of  the  telephone 
company  to  form  a  credit  union.     Their  union  has  done  ex- 
tremely v\;ell. 

Wisconsin  enacted  a  model  law  in  1913,  but  no  effort 
had  been  made  to  use  it  up  to  1923. 

The  greatest  discouragement  in  credit  union  develop- 
ment has  been  in  the  states  of  Texas,  Oregon,  and  ilebraska 
where  ineffective  lav/s  were  passed. 

Laws  have  also  been  ■opq'^od  in  several  other  states 
but  v/ith  little  development  to  date. 

The  federal  credit  union  lav/.     Since  the  passage  of  a 
federal  credit  union  law  in  1934  the  number  of  credit  unions 
in  the  United  States  has  increased  from  1,772  in  1933  to 
2,589  in^  1935. 

For  1935  credit  unions  with,  federal  charters  totaled 
467,  membership  v/as  74,477  and  >esourses  .,)l , 541 , 902 .  (1) 
Summary  of  Credit  Union  Development 

In  spite  of  the  handicap  of  ineffective  state  laws, 
credit  to  the  amount  of  more  than  $28,000,000  was 

(1)  I'.lonthly  Labor  r-ieviev/  Volume  45,  Ho.  6,  "Operations 

of  Credit  Socities  in  1935,"  Dec.  1936, pp,  142E-1426. 
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available  to  members  of  oooperative  credit  societies  in 
the  United  States  in  1933.  (1) 

Membership  increased  from  1926  to  1933  from  about 
100,000  to  nearly  360,000.    The  largest  society  had 
12,000  members.    The  total  resources  of    these  societies 
were  $36,496,668  at  the  end  of  1933.  (2) 

The  expenses  of  operation  of  credit  unions  were  very 
low,  2.21^^  in  terms  of  loans  granted.    They  have  very  few 
paid  employees  and  other  expenses  are  small.  Quarters 
are  usually  provided  by  the  concern  or  institution  which 
sponsors  the  credit  union. 

The  record  of  credit  unions  as  regards  bad  debts  is 
remarkable.    Even  in  the  depression  years  of  1933,  only 
168  societies  had  any  uncollectable  debts  and  these 
amounted  to  $66,663,  which  was  four-fifths  of  1^^  of  their 
loans  during  the  year,    figured  on  the  basis  of  all  soc- 
ieties reporting,  the  losses  were  less  than  one-fourth 
of  1%.  (3) 

The  great  majority  of  state  credit  union  laws  fix 
the  maximum  rate  of  interest  that  may  be  charged  on  loans. 
The  rate  varies  from  ^/o  a  month  to  1^  a  month. 


(1)  The  Reference  Shelf.  Vol.  ZI,  Ifo.  2,  op.  cit., 
p.  142. 

(2)  Ibid.,  p.  144. 

(3)  Ibid.,  p.  144. 
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Muoh  of  the  sucoeas  of  the  credit  union  development 
in  Maaaaohusetts  is  due  to  the  inspiration  and  financial 
aid  of  Edward  A.  Filene. 

In  Uew  England  the  movement  haa  fortunately  had  the 
support  of  many  prominent  industrialists  and  "business 
men.    These  include  Howard  Coonley,  president  of  the 
Weiworth  Manufacturing  Company,  iviatt  B.  Jones,  president 
of  the  New  England  Telephone  and  Telegraph  Company,  and 
Henry  3.  Dennison  of  the  Pennison  Company* 

Massachusetts  has  a  credit  union  league  which  has 
given  impetus  to  the  development. 

Recent  promotion  of  the  organization  of  credit  unions 
in  American  Legion  posts  and  among  government  employees 
assures  a  large  growth  in  the  next  few  years* 

There  seems  to  be  no  question  as  to  the  permanence 
of  this  type  of  cooperative  enterprise  in  the  United 
States.    It  receives  cooperation  rather  than  opposition 
from  private  business,  for  it  in  no  way  competes  with  it. 
It  is  not  opposed  by  banking  interests.    The  only  opposi- 
tion comes  from  the  small  loan  companies,  who  have  public 
sentiment  against  them  on  account  of  the  general  antagon- 
ism toward  the  "loan  shark"  variety. 

Building  and  Loan  Associations 

A  building  and  loan  association  is  that  form  of  coop- 
erative savings  institution  the  funds  of  which  are  invested 


principally  in  long-time  loans  on  real  estate  security.  (1) 
Most  of  them  are  mutual  savings  institutions  and  most  of 
them  loan  on  homes  only. 

Money  is  accumulated  to  loan  by  the  systematic 
deposits  of  members,  who  are  purchasing  shares  on  the 
installment  plan. 

Loans  are  made  to  other  members,  who  are  required 
to  purchase,  on  the  installment  plan,  a  number  of  shares 
sufficient  to  amortize  the  loan  in  a  given  number  of 
years. 

All  members  receive  interest  on  their  shares,  i'he 
rate  of  interest  paid  each  year  is  dependent  on  the  earn- 
ings of  the  association. 

The  various  names  used  for  these  building  and  loan 
associations  are  as  follows: 

Building  and  iioan  Association  (used  in  47  states) 

Savings  and  Loan  Associations  (used  in  29  states) 

Building  Association  (used  in  15  states) 

Loan  and  Building  Association  (used  in  14  states) 

Building  xioan  and  Savings  Association  (used  in  14 

states) 

Building  and  Savings  Association  (used  in  10  states; 
Savings  Loan  and  Building  Association  (used  in  10 
states ) 


(1)  Clark  and  Chase,  Elements  of  the  Modern  Building 
1*0 an  Associations,  i'he  Fiacmillan  Company,  Jlew  York, 
1927,  p.  7. 


-54- 


Cooperative  Banks  (used  in  Masaachusetts ) 
Homestead  Associations  lused  in  Louisiana)  (1) 

The  credit  union  and  the  building  and  loan  associa- 
tions have  much,  in  common*    They  both  have  a  democratic 
form  of  organization;  both  appeal  to  the  small  saver;  and 
both  systems  encourage  small  savings  through  an  install- 
ment share  plan. 

Building  and  loan  associations  specialize  in  invest- 
ments in  mortgages  and  endeavor  to  stimulate  thrift  and 
assist  members  to  buy  and  build  homes. 

They  differ  in  that  they  are  not  ooneerned  with 
specific  groups  of  people  and  have  larger  possibilities 
of  development  than  tredit  unions.    The  credit  union  pro- 
vides the  wage  earner  with  small  loans  for  emergency  needs, 
the  building  and  loan  association  with  larger  loans  for 
the  purphase  of  homes. 

In  1921  building  and  loan  associations  had  a  member- 
ship of  5,809,888  and  total  assets  of  4*^2, 890,  764,  621,  (2) 
According  to  the  World  Almanac  of  1935  membership  had  in- 
creased to  9,224,106  and  assets  to  ig>6, 977, 531. 676.  (3) 


(Ij  Chase  and  Olark,  op.  cit.,  p.  13, 
1 8)  Bergengren,  a,  i'.,  op.  cit.,  p,  236, 
13)  Tiie  World  Almanac  of  1935,  l^iew  York  World-Telegram, 
p.  405. 
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Federal  Savings  and  Loan  Associations 
In  the  Hone  Owners'  loan  Act  of  oune  1934,  Congress 
authorized  the  Federal  Hone  Loan  3ank  Board  to  charter  and 
supervise  Federal  savings  and  loan  associations.     It  also 
authorized  the  Board,  with  consent  of  the  State  affected^ 
to  convert  to  Fedoral  charter  such  eligible  State-chartered 
savings  and  loan  associations  as  might  desire  it.  (1) 

These  associations  are  cooperative  enterprises  in  tbet 
they  are  local  mutual  thrift  associations,     They  are  inodel- 
ed  on  the  best  features  of  building  and  loan  associations 
and  mutual  savings  banks. 

By  July  31,  1936,  less  than  three  years  after  the 
chartering  of  the  first  Federal  association,  the  number 
had  grown  to  1165,  of  which  520  had  been  converted  from 
State  charter  and  645  were  newly  organized  associations.  (2) 


(1)  "Safeguarding  the  nation's  Homes.*' 

Federal  rlome  Loan  Bank  Board,  'Washington,  D.  C, 
p.  23. 

(2)  Ibid.,  p.  24. 
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Mutual  Savings  thanks 

Another  cooperative  inatitution  that  haa  had  a  remark- 
able development  in  the  united  States  is  the  mutual  savings 
bank,     iiike  the  cooperative  bank,  it  is  Lot  a  self-consoioua 
cooperative  movement,  but  it  is  fundamentally  a  non-profit, 
cooperative  enterprise. 

The  ownership  in  a  mutual  savings  bank  is  democratic 
in  that  all  depositors  are  owners  and  that  the  net  surplus 
is  Shared  by  the  depositors  in  the  form  of  interest  on 
their  deposits.    There  are  no  stockholders  —  the  depos- 
itors are  the  owners. 

The  fact  that  mutual  savings  banks  are  not  democrat- 
ically controlled  prevents  them  from  being  considered 
truly  cooperative.    Most  of  the  depositors  have  no  voice 
in  the  management  of  a  mutual  savings  bank,    isuch  a  bank 
is  controlled  by  a  Board  of  Trustees.    The  original 
board  is  appointed  by  the  organizers  and  later  additional 
trustees  are  either  elected  by  the  board  itself  or  by  a 
larger  group  of  depositors,  known  aa  the  corporators. 
The  latter  plan  is  followed  in  iviassachusetts.     in  either 
case  the  board  is  a  self^perpetuating  body.     In  Massachu- 
setts the  corporators  are  chosen  from  the  depositors  by 
the  Board  of  Trustees,  hence,  only  the  depositors  who 
are  selected  by  the  trustees  may  participate  in  the  man- 
agement. 
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The  mutual  type  was  the  original  bank  for  savings 
and  the  first  was  organized  in  iiingland  in  183.0.  similar 
banks  were  established  in  i>iew  iingland  and  Wew  ^ork  during 
the  early  half  of  the  nineteenth  century,  but  the  move- 
ment up  to  1926  had  not  extended  beyond  the  xjortheastern 
states.  [1) 

In  June  1934  there  were  694  mutual  savings  banks 
operating  in  18  states,  whose  depositors  numbered 
13,686,947  and  deposits  aggregated  ^9,720.377,072.  {2) 

Mutual  savings  banking  in  ivuassachusetts  has  had  an 
enviable  record.    Only  two  of  these  banks  have  failed  in 
100  years.    All  savings  banks  in  iviassachusettg  are  mutual 
savings  bankH. 

A  number  of  iiiassachusetts  mutual  savings  banks  sell 
life  insurance  to  residents  of  the  state  at  rates  sub- 
stantially lower  than  those  of  the  insurance  companies, 
xhe  law  making  savings  bank  insurance  possible  in  the 
state  was  passed  in  1917  under  the  sponsorship  of  Louis 
D.  iirandeis,  now  a  member  of  the  Supreme  uourt  of  the 
united  .-itates. 

The  significant  thing  about  mutual  savings  banking 
in  the  united  states  is  that  so  much  success  has  been 


(1)  Willis  and  iiidwards,  yanking  and  .business,  narper 
and  jsrothers,  i^ew  lork,  1926,  pp.  310-3ll. 

(2;  yiorld  Almanac  of  1936,  op.  cit,,  p. 634. 
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attained  in  the  banking  buginess  without  the  profit  motive. 
Mutual  Insurance  Uompaniea 

Mutual  insurance  companies  are  related  to  the  coopera- 
tive movement  by  the  fact  that  they  are  non-profit  organiza- 
tions.   Also  they  pay  out  of  their  surplus  rebates,  called 
dividends,  to  their  members,     i'hese  dividends  are  certain 
percentages  of  the  premiums  paid  by  the  members  during  the 
previous  year. 

But  the  reSiationahip  to  the  true  cooperative  movement 
is  very  slight.    Democratic  control  is  practically  non- 
existent.   Policyholding  members  do  have  the  right  to 
elect  the  Board  of  Directors  at  the  annual  meeting,  but, 
in  reality,  most  of  the  voting  is  done  by  proxy  —  a  sys- 
tem which  makes  it  possible  for  the  board  to  be  self- 
perpetuating.    Voting  by  proxy  is  contrary  to  cooperative 
principles. 

While  the>^e  companies  are  supposed  to  be  non-profit 
organizations,  nevertheless,  these  self -perpetuating 
directors  are  able  to  elect  themselves  officers  and  vote 
themselves  exceptionally  high  salaries  —  another  method 
of  securing  profits. 

Mutual  insurance  companies  are  organized  to  sell 
practically  all  forms  of  insurance,  and  do  make  it  possible 
for  millions  of  purchasers  of  insurance  to  save  substantial 
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3121113  of  money  on  their  insurance  bills.     I'hese  same  pur- 
chasers or  policyholders  are  also  liaole  to  make  up  losses 
of  mutual  companies  that  fail,  but  on  the  whole  there  are 
few  failures. 

In  spite  of  their  cooperative  features  of  non-profit 
and  of  rebates,  mutual  insurance  companies  are  hardly  a 
part  of  the  cooperative  movement.    iJ'or  that  reason  no 
statistics  on  mutual  insurance  companies  are  given  in  this 
thesis • 

Insurance  by  Consumers*  Societies. 

It  is  very  difficult  to  conduct  a  mutual  insurance 
company  in  such  a  manner  that  its  control  would  be  really 
democratic  as  is  evident  in  the  previous  section,  devoted 
to  mutual  insurance  companies. 

The  consumer  cooperatives,  in  :iingland  and  some  other 
European  countries  have  solved  this  problem  by  adding 
insurance  service    to  those  services  performed  by  their 
wholesales.  11) 

Here  in  the  linited  States,  special  cooperative  in- 
surance associations  are  being  formed  by  consumers ' 
societies  with  individual  policyholders  and  fixed  prem- 
iums.   12)    If  these  insurance  associations  are  able  to 


(1)  Alanne,  V.  S.,  op.  cit.,  p.  80. 
12)  Ibid.,  p.  81. 


-60- 


maintain  demooratic  control,   they  will  be  allowed  to 
oontinue  as  apparate  organizations.     If  not,  the  region- 
al federation  of  oonsumer  cooperatives  will  take  them 
over  and  operate  them  as  departments,  ll) 

By  1933  the  seven  consumers '  cooperative  insurance 
associations  in  the  united  States  reported  more  than 
100,000  policyholders.  12) 

Of  the  seven  associations,  three  write  fire  insur- 
ance [  one  on  farm  property  only,  and  one  one  furniture 
and  houses),  and  three  write  life  insurance  (two  of  these 
also  write  health  and  accident  insurance  J,  (3) 

Summary 

Credit  imions  are  considered  to  he  the  fastest  grow- 
ing cooperative  program  in  the  united  States.    This  is 
due  to  the  fact  that  they  supplement  rather  than  compete 
with  capitalistic  banking,  and  thus  have  the  support 
rather  than  opposition  of  private  business.    Also,  it  is 
due  in  part  to  the  impetus  given  by  the  passage  of  the 
federal  credit  union  law.    The  credit  union  is  the  one 
truly  self-conscious,  cooperative  credit  movement  in  the 


(1)  Alanne,  V.  S.,  op.  oit.,  p.  81. 

12)  The  Keference  rfhelf.  Vol.  XI,  No.  8,  op.  cit., 
p.  140. 

13)  Ibid.,  p.  140. 
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United  States. 

Building  and  loan  asaooiationa  (called  cooperative 
■banica  in  Maaaaohuaetts )  have  muoh  in  common  with  the 
credit  unions,  but  are  not  self -conscious  cooperative 
organizations.    Their  directors  usually  consist  of  prom- 
inent business  and  professional  men,  who,  while  animated 
by  a  spirit  of  social  service  do  not  consider  themselves 
identifiea  with  the  cooperative  movement.     In  fact,  their 
chief  interest  in  promoting  these  associations  is  the 
maintenance  of  a  safe  and  profitable  place  to  invest  their 
own  savings,    vhese  associations  have  been  very  success- 
ful in  promoting  thrift  and  in  assisting  in  the  purchase 
of  homes . 

Mutual  savings  banks  and  mutual  insurance  companies, 
as  non-profit  organizations,  are  related  to  the  coopera- 
tive movement.    However,  their  laoiiof  democratic  control 
maies  the  relationship  remote.    As  business  enterprises 
their  success  is  unquestionable. 

Insurance  by  consumers'  societies  is  definitely  a 
part  of  the  cooperative  mo'^jement.     ihey  are  still  in 
their  infancy  and,  as  yet,  their  position  is  not  assured. 
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LfHAPTER  V 
COOPERATIVE  MEKETIITO 
Cooperative  isfforta  of  L^nuf aoturera 

The  severe  competition  whioh  aocompanied  the  change 
from  a  seller's  market  to  a  buyer's  market  following  the 
World  vmr,  led  to  a  nximber  of  developments  designed  to 
reduce  the  cost  of  distribution  or  to  increase  the  effect- 
iveness   of  selling  with  a  view  to  profitable  operation 
by  manufacturers  and  merchar^ta.  11) 

These  cooperative  efforts  have  been  made  by  trade 
as3ociations  and  by  independent  groups  of  competing  and 
non-competing  manufacturers  outside  the  scope  of  trade 
association  activities. 

Trade  associations.    A  form  of  cooperative  organiza- 
tion that  has  become  very  important  in  recent  years  is 
the  trade  association.    The  trade  association  may  be  de- 
fined as  a  non-profit  organization  of  competing  business 
concerns  formed  for  the  purpose  of  furthering  the  inter- 
ests of  its  members  or  the  trade  as  a  whole.  (2) 

An  estimate  made  a  few  years  ago  placed  the  number 


{ 1)  Cooperative  Marketing  Activities  in  Business, 
a  report  of  the  Policyholders  Service  Bureau,  Metropol- 
itan Life  Insurance  Company,  New  ^ork,  p.  6. 

(2)  Converse,  P.  D.,  The  Elements  of  iaarketing, 
Prentice-Hall,  inc.,  ^'^ew  York,  1951,  p."T07. 
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of  trade  associations  in  the  United  States  at  3,500,  of 
which  1,000  were  important,    ll)    There  are  today  assoc- 
iations of  manufacturers,  wholesalers,  mine  operators, 
brokers,  retailers,  railroads,  undertakers,  and  ware- 
house men.     The  membership  varies  from  4  to  60,000.  (2) 
Some  of  the  principal  activities  of  trade  associa- 
tions are:     education  of  members,  compilation  of  trade 
statistics,  exchange  of  price  data  among  members,  employ- 
ee relationships,  research  work,  cooperative  advertising 
and  sales  promotion,  gathering  and  exchange  of  credit 
information,  making  collections,  influencing  legislation, 
standardization  and  simplification  of  products,  coopera- 
tive buying,  and  adoption  of  uniform  systems  of  account- 
ing. 13) 

Among  manufacturers,  sales  promotion,  statistics, 
and  employee  relations  seem  to  be  the  major  activities. 

A  large  part  of  the  activities  of  most  trade  assoc- 
iations has  to  do  with  some  phase  of  marketing,  which 
includes  standardization  of  products,  adoption  of  uni- 
form sales  contracts,  cooperation  of  credit  departments, 
advertising  products,  gathering  market  information,  and 
the  fixing  of  prices.     The  last  named  is  carried  on  in 


(1)  Converse,  P.  D.,  op.  cit.,  p.  708, 

12)  Ibid.,  p.  708. 

13)  Ibid.,  p.  709. 
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spite  of  prohibition  by  federal  anti-trust  laws. 

Since  1926  the  Division  of  Trade-Practice  Conference, 
established  by  the  Federal  Trade  Coriiuissiori ,  has  cooperat- 
ed v/ith  industry  to  protect  the  public  from  unfair  methods 
of  competition  and  to  raise  the  standards  of  business 
practices.  (1) 

The  trade  practice  conference  affords  a  means  v/here- 
by  representatives  of  an  industry  may  voluntarily  assemble 
under  the  auspices  of  the  Federal  Trade  Commission,  consider 
prevailing  unfair  trade  practices,  and  agree  on  and  provide 
for  their  abandonment. 

Since  the  inauguration  of  this  plan,  trade  practice 
conferences  have  been  held  for  more  than  170  industries.  (S) 

Standardization  and  simplification  of  products  is 
highly  desirable  both  fron  the  trade  and  the  social  points 
of  viev;.     It  means  the  elimination  of  v^aste.  Herbert 
Hover,  v/hile  serving  as  Secretary  of  Commerce,  stimulated 
and  gave  direction  to  this  effort. 

The  manufacturers  of  farm  implements,  for  example, 
have  done  much  to  simolify  the  sizes,   styles,  and  equip- 
ment of  various  implem-ents.  (3) 

In  the  matter  of  research  large  corporations  often 
can  conduct  it  economically  through  their  ov;n  department?, 

(1)  "Annual  Report  of  the  Federal  Trade  Commission  for  the 
Fiscal  year  Ended  June  30,  1936:'»»Ul..  S.  Gov't.  Print- 

,   ,    ing  Office,  V/ash.  D.C.,  dd. 97-101 

(2)  , IbTd. ,  pp.  97-101 

(3)  Converse,  P.  D.,  op.   cit.,  p.  712. 
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but  small  concerns  f ind^  the  erpense  of  maintaining  re- 
search departments  prohibitive.     The  desire  to  secure  the 
benefits  of  modern  research  has  also  led  to  mergers  and 
the  creation  of  holding  companies. 

Research  work  may  be  concerned  with  production,  pack- 
ing, shipping,  or  selling,  and  maj  involve  chemistry, 
physics,  bacteriology,  psychology,  or  economics. 

Sales  promotion  by  trade  associations  is  best  exem- 
plified by  advertising  campaigns  to  increase  the  sales 
of  the  products  of  the  trade  as  a  whole.  Cooperative 
advertising  is  usually  cheaper  than  separate  advertising 
by  each  member,  and  it  makes  possible  the  conduct  of  it 


> 
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on  a  national  scale,  the  cost  of  which  would  be  prohib- 
itive for  an  individual  concern,     ouch  advertising  pro- 
motes the  sale  of  products  like  canned  foods,  plate  glass, 
paint,  but  it  does  not  promote  the  sale  of  any  individual's 
products  over  those  of  his  competitors, 

Cooperation  ob  credit  consists  in  the  gathering  of 
information  as  to  the  credit  rating  of  buyers,  and  de- 
creases the  losses  due  to  uncollectable  accounts.  Indiv- 
idual members  usually  have  their  own  credit  departments, 
which  cooperate  in  the  exchange  of  credit  inf orroation. 

linder  the  present  laws,  practically  any  kind  of 
price  agreement  among  competitors  is  illegal.     In  spite 
of  these  laws  price  fixing  is  carried  on  in  secret  or 
by  some  indirect  method,     it  is  legal  to  gather  informa- 
tion in  regard  to  prices  charged  by  competing  concerns, 
and  this  information  can  be  disseminated  without  violat- 
ing the  anti-trust  laws. 

Trade  associations  can  do  much  in  the  matter  of 
cooperative  effort  that  is  beneficial  and  commendable. 
The  trouble  is  that  many  pay  too  little  attention  to 
the  legitimate  and  desirable,  and  engage  chiefly  in 
price-fixing  agreements  that  are  illegal  and  anti-social. 
The  National  industrial  Kecovery  Act  attempted  to  legal- 
ize price-fixing  agreements,  which,  many  believe,  retard- 
ed rather  than  stimulated  business  recovery. 


I 
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OooperatioD  by  independent  groups  of  competing  oon- 
cerna .    A  new«r  form  of  cooperation  by  manufacturers  has 
been  the  pooling  of  marketing  actilpities,  both  by  com- 
peting and  non-competing  concerns.    'I'his  has  been  accom- 
plished without  mergers,  holding  companies,  or  trade 
associations,     in  fact,  many  manufacturers  have  resorted 
to  the  method  of  pooling  to  enable  them  to  compete  more 
effectively  with  the  merger  and  chain  movements. 

Group  cooperation  by  competing  manufacturers  in- 
cludes similar  activities  to  those  carried  on  by  trade 
associations. 

Cooperative  advertising  is  often  carried  on  by  a 
group  of  competing  manufacturers  to  restore  prestige. 
Some  years  ago  the  prestige  of  oincinnati  as  a  shoe 
manufacturing  center  suffered  a  severe  decline  due  to 
a  labor  strike  and  the  coi^ipetitive  methods  employed.  (1) 
A  cooperative  advertising  campaign  was  agreed  upon  by 
a  committee  representing  the  shoe  manufacturers  and 
allied  industries  in  the  Cincinnati  district.    The  cam- 
paign is  understood  to  have  helped  restore  the  standing 
of  (Jinoinnati  as  a  shoe  manufacturing  center.  (2) 

Joint  advertising  has  also  been  carried  on  by  small 


( 1 )  Cooperative  i^iiarketing  Activities  in  .business, 
op.  cit.,  p.  9. 

(2)  Ibid.,  p.  9. 
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manufacturers  to  make  possible  national  advertising,  -^uo- 
cessxul  examples  are  the  advertising  programs  of  the  Penn- 
sylvania State  Institute  and  the  Associated  Curled  Hair 
Industries.  11) 

Collective  advertising  was  carried  on  to  develop  new 
uses  for  products  by  a  group  of  chemical  companies.  I'his 
campaign  was  launched  in  the  Literary  Digest  to  educate 
taxpayers  to  the  use  of  calcium  chloride  in  allaying  dust 
on  private  and  public  roads. 

Although  most  group  marketing  activities  are  con- 
cerned with  advertising  and  sales  promotion,  there  are  a 
number  of  cases  in  which  manufacturers  have  cooperated 
primarily  to  do  research  wor)p.    One  example  is  that  of 
the  iSleotric  Steel  Founders  Research  Group.     (2)  Five 
producers  of  small  and  medium-sized  high-grade  steel 
castings  pooled  their  research  activities  in  the  prepar- 
ation of  circulars  to  users  and  prospective  users  of 
steel  castings. 

Similar  group  research  programs  have  been  carried 
on  by  silk  manufacturers.     I'his  program  standardized  the 
production  of  spun  silk,  and  later  formed  the  basis  of 
a  cooperative  advertising  program. 

Pooled  advertising  has  been  successfully  promoted 


{ 1)  Cooperative  iviarketing  iictivities  in  Business, 
op.  cit.,  p.  10. 

(2)  Ibid.,  p.  11. 
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by  manufaoturers  of  linen,  aoap,  candy,  etc, 

Manuf&ctiirera  hare  also  joined  in  selling  identical 
products  under  a  oonanon  label. 

Concrete  bloc]£  manufacturers  in  Liilwaukee,  Wisconsin, 
formed  a  central  marketing  organization,  which  resulted 
in  economies  through  the  elimination  of  individual  selling. 
This  plan  necessitated  the  assigning  of  a  quota  to  each 
manufacturer. 

Cooperative  efforts  by  non-competing  concerns.  The 
group  of  marketing  activities  of  non-competing  manufactur- 
ers covers  as  broad  a  range  as  when  competitors  are  assoc- 
iated. 

The  most  common  arrangement  is  that  of  reciprocal 
publicity  and  merchandising.    There  have  been  in  the  past 
and  are  today  numerous  cases  in  which  manufacturers  in 
non- competing  lines  mention  the  name  of  the  other  company 
in  their  advertising.    Such  activity  is  limited  to  cases 
where  the  products  of  two  manufaoturers  are  commonly  used 
together. 

The  Jiixcelsior  Brewing  Company  and  the  Loose-t/iles 
Biscuit  Company  carried  on  reciprocal  advertising.  The 
Cellophane  Division  of  the  js.  I.  Dupont  de  Hemours  Com- 
pany has  entered  into  reciprocal  publicity  arrangements 
with  a  number  of  manufacturers  using  Dupont  cellophane.  (1) 

Reciprocal  advertising  arrangements  have  also  been 


(1)  Cooperative  Clarke  ting  Activities  in  Business, 
op.  oit.,  p.  19. 
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made  between  manufacturers  of  kitchen  equipment  and  food 
products,  peach  canners  and  a  cereal  manufacturer,  and 
others  too  numerous  to  mention. 

Other  forms  of  cooperative  mariceting  activities  by 
non-competing  manufacturers  include:     joint  direct  mail- 
ing, cooperative  distribution,  consolidation  of  sales 
organizations,  and  pooled  selling  arrangements. 

cooperative  Efforts  of  Ketailers 

The  keen  competition  of  the  post-war  period  has 
also  forced  competing  retailers  to  cooperate.  Their 
collective  marketing  activities  have  varied  from  spas- 
modic advertising  to  the  operation  of  common  delivery 
services. 

Joint  advertising  has  been  carried  on  by  local 
radio  dealers,  local  coal  dealers,  etc. 

Furniture  dealers  have  been  known  to  cooperate  in 
merchandise  research. 

Retail  coal  dealers  in  j^uffalo,  isiew  York,  organized 
their  own  wholesale  to  combat  competition  of  wholesale 
coal  companies  that  had  opened  retail  branches. 

Cooperative  delivery  service  by  retailers  is  a 
common  arrangement  in  Hew  York,  Boston,  and  other  large 
cities,    ijepartraent  stores  have  found  delivery  expense 
to  be  a  large  factor  in  the  high  cost  of  marketing. 
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Automobile  tire  nanuf acturers ,  who  maintain  branch  dis- 
tributing agencies  in  New  York  City,  inaugurated  a  joint 
delivery  service  several  years  ago.     Duplicate  rdleage 
and  double  stoT)s  were  eliminated  and  the  same  good  deliv- 
ery service  maintained  by  all  particiT)ant s .     Savings  as 
high  a$  50:/b  have  been  claimed  by  some  of  these  companies. 

Another  significant  example  of  cooperation  by  retailers 
is  the  voluntary  cooperative  chain.     The  Federal  Trade 
Commission  defines  cooperative  chains  as  follov/s:  "A  coop- 
erative chain  is  an  association  of  independent  retailers 
acting  cooTDere tively  either  by  themselves  or  v/ith  a  whole- 
sale? to  obtain  advantages  in  buying,  advertising,  or  in 
the  performance  of  other  merchandising  functions  or 
activities."  (1) 

802  groups  involving  107,141  retailers  reported.  (2) 

This  type  of  cooperation  -has  been  developed  .lointly 
by  independent  retailers  and  v/hclesalers  to  enable  them 
to  comDete  more  effectively  v/ith  chain  store  organizations. 
Cooperative  T.'arketing  Among  Farmers 

The  cooperative  marketing  activities  of  manufacturers 
and  retailers  can  hardly  be  considered  a  Dart  of  the 
revolutionary  cooperative  movement.     They  v/ere  reviewed  as 
the  scone  of  this  thesis  has  not  been  limited  to  consuraers' 

(1)   "Cooperative  Chains,"  a  pamphlet  issued  by  the 
Bureau  of  Foreign  and  Domestic  Commerce,  U,  S. 
Dep't  of  Commerce,  IVashington ,  D.  C,  Ilarch  19P6, 
p.  1. 

(E)  ibid. ,  p.  6. 
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cooperation.     Neither  can  the  cooperative  narketing  activi- 
ties of  famers  be  identified  as  cooperation  in  a  revolu- 
tionar?/"  sense. 

All  these  are  capitalistic  in  that  they  are  carried 
on  by  profit  seekers.     However,  cooperative  marketing  by 
farriers  is  often  associated  v/ith  the  Cooperative  Movement, 
though  leaders  of  the  consumers'  ocoperative  movement  gen- 
erally admit  that  the  interests  of  the  tv/o  groups  are 
opDosed.     CooDerative  consumers  seek  lov:er  prices  through 
the  elimination  of  profits,  while  farmers'  cooperatives 
seek  a  profit  by  means  of  higher  prices. 

The  farm  problem.    During  the  ,7orld  V/ar  the  production 
of  foodstuffs  was  stimulated  to  an  abnormal  degree.  The 
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farmers  over-expanded  by  bringing  into  cultivation  idle 
land.    In  many  oases  they  purchased  additional  acreage  by 
placing  additional  mortgages  on  their  farms. 

When  the  World  War  ended,  the  abnormal  demand  for 
farm  products  no  longer  existed,  prices  of  farm  products 
fell,  and  the  farmers  found  themselves  burdened  with  fixed 
interest  charges. 

In  agriculture,  as  in  industry,  distribution  has  not 
kept  pace  with  production,  yet    farmers  have  kept  on  pro- 
ducing with  little  concern  over  the  disposition  of  their 
products. 

In  recent  years  farmers  have  come  to  realize  that, 
as  individuals,  they  lack  bargaining  power  in  selling  their 
crops.    Collective  selling  seemed  to  offer  a  partial  solu- 
tion to  their  problem. 

Origin  of  farm  cooperation.    The  Grange  [ Patrons  of 
Husbandry;  was  among  the  earlier  organizations  that  were 
instrumental  in  starting  cooperative  enterprises  among 
farmers,    rrom  1869  to  1876,  the  granges  started  many  co- 
operative enterprises  among  farmers,    such  as  purchasing 
agencies,  stores,  grain  elevators,  creameries,  grist  mills, 
factories,  banks,  and  insurance  companies.     (1)    The  pur- 
chasing agencies  and  stores  organized  in  this  early 


(IJ  Converse,  P.  U.,  op.,  cit.,  p.  159. 
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movement  generally  failed,  but  some  of  the  creameriea, 
grain  elevators,  and  live  stock  shipping  associations 
succeeded*  (1) 

Other  social  organizations  and  state  and  federal  gov- 
ernment bureaus  have  aided  in  the  promotion  of  farmers' 
cooperative  organizations,  and  the  growth  has  been  rapid 
since  19(15.     (E)     Growth  has  been  very  rapid  since  1916. 

The  organizations  that  have  succeeded  have  been  those 
organized  to  meet  a  'real  need  and  when  there  has  been 
good  management.    The  origin  of  the  California  iJ'ruit  Grow- 
ers Exchange  illustrates  how  poor  marketing  conditions 
led  to  the  development  of  farm  cooperative  marketing, 
rrior  to  the  organization  of  cooperative  marketing  enter- 
prises, the  ualifornia  orange  growers  either  sold  their 
crops  to  local  buyers  or  consignea  them  to  eastern  com- 
mission merchants.    Lack  of  accurate  information  as  to 
the  supply  of  oranges  in  eastern  markets  often  resulted 
in  shipment  of  oranges  at  a  time  when  the  market  was 
glutted  with  a  resultant  loss.    i\aany  growers  failed  to 
receive  enough  for  their  fruit  to  cover  the  cost  of  pro- 
duction,    it  was  such  conditions  as  these  that  led  the 
growers  to  organize. 

The  object  of  these  selling  organizations  is  to 


(1)  Converse,  jr*.  D.,  op.  cit.,  p.  160. 

(2)  Ibid.,  p.  160. 
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aecure  higher  prices  for  the  farmers'  products  and  develop 
more  dependable  outlets  for  them.     To  secure  these  ends 
they  may  take  over  and  operate  a  part  of  the  marketing 
process  and  try  to  increase  its  efficiency,    i'his  often 
involves  advertising,  publicity,  a  study  of  market  con- 
ditions, the  storing  of  surpluses,  improving  the  quality 
and  grading. 

Fruit  and  vegetables.    The  California  JJ'ruit  Growers 
Exchange  works  with  2,600  jobbers  and  300,000  retailers 
in  order  to  increase  the  consumption  of  California  fruit.  (1) 
It  has  carried  on  national  advertising,  sales  promotion, 
and  has  introduced  the  Sunkist  electric  jaice  extractor 
for  use  at  soda  fountains.    Sales  increased  from  the  very 
beginning  of  the  organization.    A  very  rapid  increase  in 
business  took  place  from  1922  to  1927  when  sales  rose 
from  Jg)66, 000,000  to  ^86,000,000.    (2)    This  association 
grades,  packs,  and  ships  icjxangea  .  grapefruit,  and  lemons. 

Other  successful  cooperative  marketing  associations 
of  fruit  growers  include:    The  Florida  Citrus  i'ruit  Ex- 
change, California  Prune  and  Apricot  throwers  Association, 
Sun  llaid  Raisin  Lrrowers  (California),  and  the  American 
Cranberry  iiixchange,  (3) 


(1)  Converse,  p.  D,,  op.  cit.,  p.  163. 

12)  Recent  .aiconomic  Changes  in  the  united  States, 
the  report  of  the  Committee  on  Jr^ecent  Jiconomic  Changes, 
of  the  president's  Conference  on  unemployment,  McGraw- 
Hill  iSook  Company,  inc.,  IMew  York,  1929,  p.  379. 

(3)  Ibid.,  pp.  379-380. 
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M03t  of  the  associationa  for  marketing  vegetables 
are  muoh  smaller  than  those  for  marketing  fruit. 

The  Eastern  Shore  of  Virginia  Produce  Exchange 
handles  from  IQ/o  to  80^  of  the  business  in  the  district 
covered,  (1) 

Large-scale  cooperative  marketing  has  been  attempted 
by  potato  growers  without  much  success.    The  bumper  crop 
of  1926  resulted  in  the  failure  of  the  Liaine  Potato  Grow- 
ers Exchange.    Potato  associations  in  uolorado  and  Moh- 
igan  have  been  more  successful,  (2) 

PsiJ^y  products ,    Dairy  farmers  are  more  extensively 
organized  than  any  other  agricultural  group,     in  fact, 
cooperative  creameries  is  one  of  the  moat  successful 
fields  of  cooperative  activity,    (3)     In  1928  cooperative 
dairy  associations  handled  one-third  of  the  creamery  butter 
and  cheese  manufactured  in  the  United  States  and  two- 
fifths  of  the  fluid  milk  sold  to  urban  customers,  (4) 
In  1929  there  were  2,479  dairy  associations  with  600,000 
members  and  a  total  business  of  sp640 , 000 , 000 ,  16) 

The  cooperative  creameries  have  tended  to  federate.  (6) 


(1)  Recent  Economic  Changes  in  the  United  States,  op. 
cit.,  p.  380, 

(2)  Ibid,,  pp,  380-381, 

(3)  Pox,  R,  M. ,  The  Cooperative  I-iarketing  of  Agric- 
ultural Products,  master's  thesis,  0,  B.  A.  Library,  iios- 
ton  University,  1930,  p,  13, 

(4)  Ibid.,  p.  13, 
(6)  Ibid,,  p,  13, 
(6)  Ibid,,  p,  18, 
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The  Land  o'  Lakes  Creameries,  inc.  of  Minneapolis,  Minne- 
sota, manufactures  and  markets  butter  of  465  creameries. 
It  sells  chiefly  to  chain  stores  under  the  brand  name, 
"Land  o '  Lakes . " 

Another,  The  Challenge  Cream  and  Butter  Association, 
Los  Angeles,  California,  includes  15  cooperative  creamer- 
ies, and  operates  200  trucks  to  deliver  butter,  cheese, 
eggs,  and  condensed  milk  to  retail  stores. 

The  Chicago  Equity  Union  Exchange  does  an  exclusive- 
ly wholesale  butter  business,  and  ships  in  oar  lots  only. 

Pluid  milk  is  sold  by  two  kinds  of  cooperative  mar- 
keting associations.    One  type,  bargaining  associations, 
does  not  engage  in  commercial  transactions,  while  the 
other,  operating  associations,  assembles,  processes,  and 
delivers  milk  to  retailers  and  consumers.    In  1927  about 
60'^  of  the  milk  was  marketed  cooperatively  under  the  con- 
trol of  bargaining  associations  and  40%  under  operating 
associations.  (1) 

One  of  the  large  milk  associations  is  the  Dairymen's 
League  Cooperative  Association,  which  furnishes  milk  at 
wholesale  for  Metropolitan  i^ew  York,     -i-heir  association 
engages  in  the  manufacture  of  surplus  milk  into  by-products. 


(1)  Recent  jiiconoraic  Changes  in  the  United  States, 
op.  cit.,  p.  376. 
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The  Twin  City  iviillc  Producers  Asaociation  of  3t.  Paul, 
Minnesota,  also  manufactures  surplus  milk  into  butter, 
cheese,  milk  powder,  condensed  milk,  ice  cream,  and 
casein.  (1) 

In  several  other  districts  also,  cooperative  milk 
associations  have  been  successful  in  stabilizing  the 
fluid  milk  business.     In  others,  such  as  Boston,  the 
problem  of  surplus  has  not  been  satisfactorily  solved. 

Grain.    There  are  more  farmers'  cooperative  associa- 
tions in  the  grain  trade  than  in  any  other  trade,  and 
their  sales  constitute  the  largest  voliime  among  the  coop- 
erative groups.  (2) 

In  1926  the  total  cooperative  sales  of  wheat  were 
estimated  to  amount  to  40>  of  the  total  wheat  produced 
in  the  united  States.    It  has  been  estimated  that  in  the 
same  year  cooperative  associations  handled  26.3,^  of  corn, 
36.9%  of  oats,  20.8%  of  rye,  29. 6^;^  of  barley,  46.5/o  of 
flax,  and  for  all  grains  about  33;^.  (3) 

Livestock.    In  the  livestock  trade  there  are  two 
chief  types  of  associations:    one,  the  local  cooperative 
shipping  association;  and  the  other,  the  terminal  coopera- 
tive sales  agency.  (4) 


( 1 )  Recent  Economic  Changes  in  the  United  States, 
op.  cit.,  p.  376. 

12)  Ibid,,  p.  381, 

13)  Ibid.,  p.  381. 

14)  Ibid.,  p,  383. 
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Duriag  the  last  few  years  there  has  also  heen  consid- 
erable direct  selling  and  shipping  of  hogs  to  packers  by 
local  associations. 

These  livestock  marketing  associations  have  found  var- 
ious means  of  improving  the  marketing  methods  in  their 
industry. 

Cotton.    The  number  of  cotton  cooperative  marketing 
associations  is  much  smaller  than  in  the  grain,  dairy, 
livestock,  and  fruit  and  vegetable  trade. 

Since  1920  the  small  local  associations  of  cotton 
growers  have  been  supplanted  largely  by  large-scale  assoc- 
iations, usually  organi25ed  by  states,    mny  of  the  large- 
scale  associations  are  federated  under  the  name  of  the 
American  Cotton  Growers'  Exchange. 

However,  these  large-scale  associations  declined 
from  1928  to  1927.    Their  attention  was  focused  on  higher 
prices  and  little  economic    improvement  was  effected. 

Wool.  The  number  of  cooperative  marketing  wool  assoc- 
iations is  relatively  small,    iiome  of  the  existing  associa- 
tions classify,  grade,  finance,  sort,  scour,  and  sell  the 
wool  for  their  members. 

A  national  wool  marketing  association  went  out  of 
business  in  1924  as  a  result  of  over-advances  to  m«nbers 
on  wool  in  1920.     ( 1) 


(1)  Becent  Islconomic  Changes  in  the  United  States, 
CD.   cit.,  T3.383. 
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Tobaooo.    One  of  the  largest  and  most  auccessful  of 
the  cooperative  aasooiations  of  tohaooo  growers  is  the 
Burley  Tobacoo  (irowers*  Cooperative  Association,  which  ' 
was  organized  in  1921. 

The  Ijorth  V^isconsin  i'ohacco  Pool  and  the  Connecticut 
Valley  Tobacco  Association  were  organized  in  1922,  I'he 
latter  disbanded  in  1927. 

Tobacco  cooperative  marketing  associations  have  not 
been  generally  successful.    Most  of  them  have  been  unable 
to  solve  the  problem  of  surplus.    Also  they  have  endeav- 
ored to  maintain  higher  prices  than  the  market  would 
stand,    un  the  whole,  efficient  management  has  been 
lacking. 

^Summary.    Those  large  cooperative  associations  which 
have  been  chiefly  concerned  with  holding  back  surplus 
crops  for  higher  prices  have  had  little  success. 

Success  has  been  attained  when  the  associations  have 
been  able  to  effect  real  economies  in  distribution,  or 
where  they  have  improved  the  methods  of  merchandising 
with  avoidance  of  over-production. 

farmers'  cooperative  purchasing  associations.  Coopera- 
tive associations  for  the  purchase  of  farm  supplies  have 
been  in  existence  for  many  years,    one  now  in  existence 
was  started  at  Kiverhead,  New  York,  in  1863;  another  in 
Kansas  in  1872. 
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These  asaociations  are  often  classed  as  oonsumers ' 
societies  as  they  are  "buying  organizations,    uowever,  they 
do  not  purchase  consumer  goods,  hut  products  to  be  used 
in  farm  production  —  producers'  goods,    ^or  that  reason 
they  are  considered  as  marketing  organizations. 

They  have  enjoyed  a  very  rapid  growth  from  82  in 
1906  to  1.906  in  1936.    They  had  790,000  members  and  did 
a  business  of  $187,000,000  in  1935.  (1) 

Coopeeative  purchasing  organizations'  have  tended  to 
develop  on  a  large  seale.     x'he  largest  include: 

Year  started  Name  of  organization  Members  Annual  business 

1920  Cooperative  (Grange      100,000  ^24,000,000 

League  Federation 

1918                Eastern  States  Far-  60,000  ^12, 000,000 
mers '  Exchange 

1922  Southern  States    |  6,000,000  (2.) 

Cooperative,  Inc. 

The  growing  use  of  the  automobile  and  tractor  has 
made  a  corresponding  growth  in  the  cooperative  purchasing 
of  gasoline  and  oil  by  farmers,    in  1934  there  were 
listed  644  cooperative  oil  associations  with  a  total 
business  of  ,^32,000,000.  (3;) 


(1)  Monthly  Labor  Review, Vol.  43,  Ho.  3,  op.  cit, 
p.  696. 

(2)  Monthly  Labor  Review,  Vol.  42,  I^!o.  2,  "Cooperative 
Purchasing  by  iJ'armers  in  the  united  States,"  Feb.  1936, 

p.  366. 

(3)  Ibid.,  p.  366. 
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Cooperative  purchaaing  is  also  a  side-line  with  many 
cooperative  marketing  associations.    The  Land  o'  Lakes 
Creameries,  inc.  did  a  business  in  1934  of  over  ^52, 000, 000 
in  the  purchase  and  sale  of  feed,  creamery  machinery  and 
supplies,  (1) 


(1)  Monthly  Labor  Keview,  Vol.  42,  lio.  2,  op.  cit., 
p.  265. 
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CHAPTER  VI 
PRODUCERS*  COOPERATION 
Origin 

A  producers*  oooperative  is  a  group  of  workers  who 
have  organized  to  own  and  operate  a  business.    The  type 
of  cooperation  is  one  of  the  oldest  forms  known.    It  dates 
hack  to  the  self-governing  work  shops  of  Sngland  founded 
by  Robert  Owen  and  the  Christian  Socialists  in  the  late 
seventies, 

i!«rly  Communistic  Societies 

Religious  societies ,    Many  of  the  communistic 
colonies  organized  in  the  united  States  in  the  late  sev- 
enties and  early  eighties  were  promoted  by  religious 
organizations.    They  were  formed  more  for  religious  than 
for  economic  reasons,  but  their  productive  activities 
were  on  a  oooperative  basis. 

While  most  of  these  colonists  earned  their  living  on 
farms,  a  few  operated  factories  collectively.    Those  of 
American  origin  included  the  Shakers,  who  established 
colonies,  beginning  in  1787,  from  iviaine  to  Kentucky,  Sora© 
of  these  colonies  have  survived  for  more  than  a  century. 
The  Shakers  are  celibates,  and  therefore  their  continued 
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exiatence  depended  upon  their  ability  to  make  converts. 
This  they  have  failed  to  do  in  recent  years,  and  oon- 
aeqaently  the  Shaker  communities  have  died  out  very  rapid- 
ly.   One  of  the  last  to  survive  is  the  one  near  Poland, 
Maine. 

The  Perfectionists  of  Oneida,  x^ew  ifork,  operated 
factories  on  a  communistic  hasis  from  1848  to  1879.  Ii'hese 
industries  include  a  silver  factory  that  manufactures  the 
famous  "Community  Plate'*  silver  ware.    They  are  now  capit- 
alistic organizations. 

Those  of  foreign  origin  included  the  i^ishop  Hill 
.  Colony  in  Illinois  (1846-1862},  a  Swedish  colony;  the 
Rappists  in  Pennsylvania,  a  German  colony;  the  Sppara- 
tists  of  ^^oar,  Ohio  (1818-1898);  and  the  Amana  Society 
in  Iowa.    ( 1) 

Ifon-religious  societies.  '  iiobert  uwen  came  to  America 
in  1822  for  the  purpose  of  establishing  an  ideal  colony. 
In  1826  he  purchased  the  property  at  Hew  Harmony,  Indiana, 
that  had  been  occupied  by  the  Harmonists.    This  colony 
lasted  only  two  years.    It  was  made  up  of  idealists  who 
were  more  in  the  habit  of  talking  about  their  theories 
of  society  than  of  working  to  produce  wealth.  (2) 


(Ij  Carver  and  Carmichael,  ii.lementary  jjJoonomics,  Ginn 
and  Company,  j3oston,  1929,  pp.  608-510. 
(2)  Ibid.,  p.  612. 
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The  writings  of  a  Ji'renoh  oommunist,  i'ourier,  began 
to  create  enthusiasm  in  this  oountry  about  1841,  and  re- 
sulted in  a  large  number  of  experiments.    The  most  notable 
was  Jirook  JJ'arm,  Massachusetts,     aome  of  the  most  notable 
writers  and  scholars  of  that  day  joined  the  jirook  J^'arm 
Community.    (1)     It  lasted  only  six  years. 

The  most  successful  of  the  non-religious  colonies 
were  those  of  the  Icarians.    Their  colony  at  icaria, 
Iowa,  lasted  from  1860  to  1895.  (2) 

Cooperative  Production  by  liorkers 

After  a  hundred  years  of  experimenting,  history 
shows  that  when  a  group  of  workers  organize  and  own  and 
operate  their  own  factory  they  seldom  succeed. 

The  history  of  the  self-g(bverning  work  shops  in 
iingland  of  Owen  and  the  Christian  Socialists  bears  this 
out.    History  has  repeated  itself  in  the  uni'ted  states. 
Jj'rom  1846  to  the  present  time,  such  organizations  have 
come  and  gone* 

The  Y/orkingmen's  ii^rotective  union,  the  bovereigns 
of  industry,  the  I'atrons  of  Husbandry,  and  the  Knights 
of  Labor  all  organized  cooperative  productive  enter- 
prises, and  they  all  failed. 


(1)  Carver  and  uarmichael,  op.  cit.,  p.  512. 
[Z)  Ibid.,  p.  61S. 
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One  of  three  things  has  happened  to  practically  all 
of  the  productive  enterprises  owned  and  operated  by  work- 
ers:    llj     they  fail,  or  (8)  if  they  succeed,  they  become 
capitalistic  enterprises,  or  l3)  they  are  taken  over  and 
operated  by  consumers'  cooperatives. 

Of  those  that  have  succeeded  and  have  become  capital- 
istic enterprises  are  numbered:    The  Cooperative  iJtove 
Works,  I'roy,  i^ew  iork  and  the  Cooperative  foundry,  i<ooh- 
ester,  i^ew  lork.    11)    A  similar  history  followed  cigar 
and  glove  factories* 

Business  owned  and  operated  by  workers  forms  a  very 
small  part  of  the  cooperative  movement  in  the  united 
States  today.    At  the  end  of  1933  only  18  of  these  soc- 
ieties existed. 

v^orkers'  societies  are  handicapped  by  il)  lack  of 
business  experience,  \2}  a  lack  of  knowledge  of  sales- 
manship and  market  conditions,  and  (3i  a  lack  of  adequate 
capital. 

jeroduotion  by  Consumer  Societies 

The  Cooperative  jjeague  of  America  believes  that  pro- 
ducers' cooperation  is  generally  successful  when  engaged 

(1)  Williamson,  T.  R.,  Readings  in  i^oonomics,  i>.  G. 
Heath  and  Company,  Boston,  1923,  pp.  306-307. 
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in  by  consumers'  societies,  and  when  the  product  is  in- 
tended, not  for  the  general  market,  hut  for  the  exclus- 
ive use  of  members  Of  these  consumers'  societies*  (1) 

The  history  of  cooperative  production  in  Europe 
seems  to  bear  out  this  contention.    Cooperative  product- 
ion by  workers'  societies  was  a  series  of  failures,  but 
the  cooperative  wholesales  of  iaigland,  Sweden,  and  other 
European  countries  have  operated  numerous  factories  with 
great  success. 

Cooperative  production  by  workers  has  also  failed 
in  this  country,  but  production  by  consimer  societies 
is  still  in  its  infancy  in  the  united  States, 

Cooperative  production  by  consumers  has  been  ex- 
tremely limited  in  the  linited  States.    The  little  done 
in  manufacturing  has  been  carried  on  by  the  wholesale 
societies. 

The  first  attempt  at  cooperative  production  by 
local  consumers'  societies  was  made  in  1933,  when  a 
group  of  local  societies  in  the  Mesaba  Ravage  district  of 
Mnnesota  formed  the  Mesaba  Range  Cooperative  ii'ederation. 
It  now  operates  a  creamery  and  a  sausage  factory  for  its 
fifteen  societies.  12) 


(1)  Williamson,  i'.  R.,  op.  cit.,  p.  306. 

[2)  Monthly  Labor  Review,  Vol.  41,  Ifo.  4:  Bureau 
of  Labor  Statistics,  United  States  Department  of  Labor, 
Washington,  D.  C,  October  1936,  p.  990. 
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Considerable  success  has  been  realized  in  the  field 
of  production  by  cooperative  marketing  associations, 
particularly  in  dairy  products. 

As  yet  there  has  been  very  little  production  by  con- 
sumer societies  in  the  United  States.     Only  25  out  of  the 
695  societies  reporting  to  the  Bureau  of  Labor  Statistics 
for  1933  were  engaged  in  raanuf acturing.     Cf  these,  8  manuf- 
acture poultry  and  stock  feeds,  1  engages  in  wheat  and  r7/e 
mulling,  7  manufacture  bakery  goods,  3  make  sausage  and 
smoked  meats,  1  ice  cream,  1  butter  and  cheese,  1  biscuits 
and  hardtack,  1  bread,  and  1  custom-made  clothing.  (1) 

Early  in  1936  the  Consumers'  Cooperative  Association, 
Kansas  City,  opened  a  paint  factory.     The  Central  IVhole- 
sale  at  Superior,  Wisconsin,  was  planning  to  start  a 
fish-packing  plant  and  the  Farmers'  Union  Exchange  at 
Omaha,  Nebraska,  was  planning  to  start  an  oil-compounding 
plant,  a  factory  for  the  manufacture  of  work  clothing, 
and  a  tv/ine  mill.  (2) 

Summary 

Cooperative  production  by  early  communistic  socie- 
ties, both  in  Europe  and  the  United  States,  was  a  failure. 

(1)  "Report  of  the  Domestic  Distribution  Committee, 
U.  3.  Chamber  of  Commerce,"  op.  cit.,  p.  12 

(2)  j'onthly  Labor  Heview,  Vol.  42,  No,  6;  Bureau  of 
Labor  Statistics,  United  States  Department  of  Labor, 
YiTashington,  D.  C,  J'anuary  1936,  p.  1554 
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V.ost  of  those  in  the  United  States  failed  in  a  Tew  years, 
a  few  lasted  a  decade,  and  one  survived  for  nearly  a 
century.     Those  opert.ted  by  religious  groups  lasted  lon^^er 
than  those  operated  by  ncn-rcligious  f^roups,  but  idealists 
do  lack  the  practicality  needed  for  success  in  business. 

Likev/ise,  cooperative  production  by  workers  has  been 
a  series  of  failures  for  the  past  hundred  years.  Effic.- 
lent  management  and  sufficient  capital  have  been  lacking. 
V/hen  success  hns  been  attained,  the  organizations  have 
turned  capitalistic,  and  control  by  v/orkers  has  dis- 
appeared. 

Cooperative  production  v;hen  carried  on  by  consumers' 
societies  has  been  generally  successful  in  Europe.  T.ianu- 
facturing  by  farmers'  marketing  associations  and  farmers' 
purchasing  associations  has  succeeded  in  the  United  States 
but  production  by  consumers'   societies  is  quite  lim.ited. 
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CHAPTER  VII 

THE  PRESENT  STATUS  OP  THE  COOPERATIVE  MOVEMENT 
IN  THE  UNITED  STATES 

Conaumers *  Cooperation 

Looal  aocleties.    The  depression  has  caused  the 
weaker  societies  to  fail,  and  there  has  "been  a  marked 
decline  in  the  volume  of  business  transacted  by  surviv- 
ing societies.    However,  the  decline  has  been  less  than 
in  other  classes  of  business  and  the  recovery  has  been 
faster.    An  encouraging  featiire  has  been  the  decided 
advance  in  average  membership  of  several  types  of  coop- 
erative societies  since  1929.    The  cooperative  idea 
makes  its  greatest  appeal  during  depression  because  of 
the  need  to  stretch  the  dollar. 

The  following  figures  taken  from  a  table  in  Bulle- 
tin iJumber  612,  prepared  by  the  Bureau  of  labor  Statis- 
tics, United  States  Department  of  labor  show  that  there 
were  1,822  local  consumers'  societies  in  the  united 
States  at  the  end  ..,f  1933.  11) 


(1)    Bulletin  Number  612 t    Bureau  of  Labor  Statis- 
tics, united  States  i^epartment  of  iiabor,  Washington, 
D.  C,  1933,  pp.  4-5. 
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Local  Consumer  Societiea  in  1933 

Type  of  aoolety  Humber  of  aooletlea 

Store  societiea  878 

Distributive  departments  of 

marketing  associations  176 

Grasoline  and  oil  associations  616 

Bakeries  10 

Creameries  3 

Restaurants  and  boarding  houses  20 

Launderies  1 

Funeral  associations  38 

Publishing  societies  7 

Water  supply  societies  7  ' 

Trucking  asaociations  1 

Insurance  societies  9 

Housing  aocieties  48 

Hospitals  1 

Garage  societies  2 

Gleaning  and  dyeing  societies  1 

Social  and  recreational  associations   4 

Total  local  societies  1,828 


The  average  membership  of  many  societies  increased, 
For  restaurants  and  boarding  houses  it  more  than  doubled, 
creameries  and  bakeries  gained  more  than  60;6,  and  the 


rise  for  retail  stores  as  a  whole  was  34'>&.  (1) 

The  business  doue  in  1933  by  looal  consumer  sooie- 
ties  reporting  i about  one-third j  aggregated  more  than 
$40,000,000,  nearly  three-fourths  of  which  was  done  in 
the  North  Central  ."States.    Store  and  oil  asaooiations 
accounted  for  more  than  8Q'ji>  of  the  total.  (2) 

During  this  depression,  the  worst  ever  known,  local 
societies  saved  their  members  more  than  ^>6, 000,000  in 
interest  and  rebates.  (3) 

The  membership  for  1933  in  local  consumer  societies 
for  the  leading  states  was  as  follows; 


ifSassaohusetts 


13,723 


California 


12,000 


Ohio 


10,139 


Mnnesota 


8,643 


j^lichigan 


6,368 


Illinois 


3,976 


Wisconsin 


3,382  (4) 


(1)  Bulletin  Number  612,  op.  cit.,  p.  7. 


[Z)  Ibid.,  p."Tr" 

(3)  Ibid.,  p.  10. 

(4)  Ibid.,  p.  16. 
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The  memlDerahip  for  1933  by  seotiona  was  as  follows: 


Jiiast  North  Central 

24,106 

Neur  England 

14,867 

Paoif io 

14,663 

West  ijorth  uentral 

13,078 

Middle  Atlautio 

a   o  o  R 
D,  ZoO 

South  Atlautio 

1,641 

East  South  Central 

767 

Mountain 

622 

V/est  South  Central 

204 

Total 

76,922 

These  two  sets  of  figures  reveal  that  looal  con- 
sumer societies  are  strongest,  in  point  of  memhership, 
in  the  North  Central  States,  iilassachusetts,  and  Califor- 
nia.   Membership  in  consumer  societies  in  the  remainder 
of  the  country  is  negligible. 

The  chief  development  in  the  field  of  local  consumer 
societies  is  the  remarkable  growth  of  the  gas  and  oil 
associations,  which  has  been  stimulated  by  the  difficul- 
ties of  the  farm  population. 


(1)  Bulletin  Number  612,  op.  cit.,  p.  17 
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The  amount  of  business  done  in  1933  "by  local  societies 
reporting  for  the  leading  states  was  as  follows: 

Minnesota  ;j?8,339,086 

Illinois  6,813,744 

Nebraska  3,049,028 

Iowa  2,661,929 

Wisconsin  2,449,657  (1) 

The  volume  of  business  done  in  1933  by  retail  stores 
reporting  I  excluding  gasoline  stations)  in  the  leading 
states  was  as  follows: 

Minnesota  ^52, 818. 974 

Massachusetts  1,818,505 

Michigan  1,776,336 

Washington  1, 186 , 183    { 2 ) 

The  leading  states  in  sales  of  gasoline  and  oil  were: 

Illinois  .^,068.872 

Minnesota  3,712,212 

Nebraska  2,550,273 

lowa  2,086,963 

Wisconsin  1,304,606  (3) 

These  three  sets  of  figures  establish  the  supremacy 
of  Minnesota  in  volume  of  business  done  by  local  societies 


(1)  Bulletin  Number  612,  op.  cit.,  p.  20. 

(2)  Ibid.,  p.  20. 

(3)  Ibid.,  p.  20. 


i 
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thAt  Massachusetts  ranks  high  in  strictly  retail  store 
sales;  that  the  cooperative  gasoline  and  oil  business  is 
almost  exclusively  in  the  Central  States;  and  that  the 
bulk  of  the  business  of  local  consumer  societies  is  also 
done  in  the  Central  States, 

A  very  recent  and  interesting  development  in  consumer 
cooperation  is  the  cooperative  health  association  located 
at  Elk  City,  Oklahoma.    It  was  organized  in  1930  and  by 
1933  had  a  paid-in  capital  of  $81,000. 

Each  member  is  required  to  purchase  a  ^50  share  and 
pay  a  fee  of  $12  a  year.    This  entitles  the  husband,  wife 
and  unmarried  children  under  21  years  of  age  to  annual 
free  physical  examinations  and  free  prescriptions. 

li/lajor  operations  may  be  had  as  low  as  ^20  and  toom, 
board,  and  nursing  at  the  hospital  for  $4  a  day. 

Consumers'  wholesales.    Wholesale  cooperation  devel- 
oped slowly  in  the  United  States  until  1934.    The  year 
before  the  total  business  of  nine  large  wholesales  report- 
ing to  the  Bureau  of  Labor  Statistics  amoiinted  to  less 
than  #9,000,000.  (1) 

The  failure  of  an  attempt  to  establish  a  national 
wholesale  in  1920-1921  has  been  followed  by  a  tendency  to 
build  regional  wholesales.    Four  regional  wholesales  have 


(1)  The  Annalist,  September  4,  1936,  p.  317. 


I 


I 
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survived  the  depreasion,  and  a  rapid  expansion  of  this 
phase  of  oonsvuner  cooperation  has  taken  plaoe  in  1934  and 
1936.    There  are  now  12  regional  wholesales  handling  con- 
sumers' goods: 

Middle  West  8 
Pacific  Coast  2 
East  1 
South  1  (1) 

The  rise  in  wholesale  oooperatires  does  not  mean  an 
advance  in  the  total  business  of  oonsumers'  societies. 
It  may  signify  a  transfer  of  the  consumer  associations 
from  private  to  cooperative  wholesales. 

The  wholesales  have  grown  so  rapidly  that  reports 
of  seven  of  them  show  combined  sales  for  1936  of  over 
#26,000,000.  (1) 

There  are  also  a  number  -of  wholesales  that  handle 
farm  production  goods. 

Another  attempt  is  being  made  to  establish  a  nation- 
al wholesale.    In  1933  the  i^'ational  Cooperatives,  Inc. 
was  organized  to  act  as  a  wholesale  for  a  group  of  region- 
al wholesales. 

This  rapid  expansion  of  cooperative  wholesales 
appears  to  be  a  serious  threat  to  the  private  wholesale 


(1)  The  Annalist,  September  4,  1936,  op.  oit.,  p.  317. 
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trade,  v/hich  is  already  suffering  from  chain  store 
developraent . 

Manuf a c t ur ing .     Consumers'   societies  carry  on  rela- 
tively fev/  production  activities.     There  are  a  fev;  bak- 
eries, sausa^se  factories,  an  ice  creaii  plant,  a  paint 
factory,  and  a  fev/  other  snail  establishnentc. 

In  all  probability  the  recent  expansion  by  coopera- 
tive v/holesales  v;ill  be  follov/ed  by  an  increase  in  manu- 
facturing.   Local  societies  in  the  country  are,  for  the 
most  part,   small  and  lack  sufficient  capital  to  engage 
in  manufacturing.    7/holesale  societies  csn  accumulate 
the  necessary  capital  and  can  establish  the  necessary 
outlet  for  their  ^-^oods. 

Education  and  propaganda .     In  the  Cooperative  League 
of  the  United  States,  the  cooperative  movement  in  this 
country  has  an  effective  organizatior  to  promote 
cooperation. 

Its  president.  Dr.  Jam^es  P.  V/arbesse,  is  an  inspir- 
ing leader,  and  much  of  the  recent  development  of  consujner 
cooperation  must  be  given  to  Dr.  Warbasse.     In  1934  the 
League  had  1,498  affiliated  societies.     The  total  publica- 
tions of  the  League  exceed  a  hundred. 

Summer  training  schools  for  cooDerative  employees  are 
conducted.     These  include  one  at  Superior,  7/isconsin,  and 
another  at  Katonah,  N.  Y.  (1) 

(1)  The  Cooperative  League  Yearbook  for  19£2,  The  Coopera 
tive  League,  IT.  Y.  ,  p.  25 
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The  size  of  this  country  has  made  nece.ssary  the  forma 
tion  of  district  leagues,  and  three  are  now  in  operation. 


i 
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Produoera*  Cooperation 

There  is  little  to  be  aaid  today  about  productive 
enterprises  owned  and  operated  by  workers.    They  form  a 
very  small  part  of  the  cooperative  movement  in  the 
United  States,    It  is  a  diminishing  phase  of  cooperation. 

At  the  end  of  1933  there  were  only  18  of  these 
factories  in  the  entire  country.    These  18  factories  were 
owned  by  1,181  share-holders  of  which  only  447  were  em- 
ployed in  their  own  factories,  (1) 

Workers'  productive  factories  generally  fail  be- 
cause of  poor  management  and  lack  of  sufficient  capital. 

Workers*  productive  enterprises  in  1933  included: 
household  supplies,  gasoline  and  motor  oils,  cigars, 
shoes,  fish  canneries,  shingles,  and  ply  wood* 

Cooperative  Credit 

Credit  unions.    Credit  unions  in  the  United  States 
seem  to  be  growing  faster  than  any  other  part  of  the  con- 
sumers* movement,    Hew  ones  are  being  organized  at  the 
rate  of  160  a  month,  and  membership  increases  about 
28.000  a  month,  (E) 

Forty-one  states  now  have  laws  permitting  the  form- 
ation of  credit  unions,  and  the  Federal  Credit  Union  Act 


(1)  Bulletin  K'umber  612,  op.  cit,,  p,  72, 

(2)  The  ITew  Republic.  May  6,  1936,  p,  360, 
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of  1934  makes  it  possible  to  form  a  credit  union  in  any- 
state.  (1) 

There  are  36  state  leagues  of  credit  unions,  and 
these  in  turn  maintain  a  Credit  Union  National  Associa- 
tion, of  which  Edward  A.  Filene  of  Boston  is  president. 

Massachusetts  has  continued  to  hold  the  lead  in  the 
credit  union  moTement,  but  other  states  are  beginning 
to  challenge  it. 

The  most  phenomenal  growth  in  number  of  societies 
has  been  in  Wisconsin.    There  were  only  2  societies  in 
Wisconsin  in  1926,  and  by  1933  there  were  209,  which 
placed  the  state  second  to  Itiassachusetts  in  point  of 
number  of  societies.  (3) 

The  number  of  societies  has  also  increased  fast  in 
Illinois,  Iowa,  Minnesota,  and  kissouri. 

Massachusetts  also  leads  in  aggregate  membership. 
The  l,67g  societies  reporting  in  1933  had  an  aggregate 
membership  of  359,646.    (4)    Massachusetts  societies 
lead  with  ZQ^  of  the  total  membership.    New  York  was 
second  and  Illinois  third.    The  largest  average  member- 
ship is  found  in  Hhode  Island. 


(1)  The  New  Republic.  I/lay  6,  1936,  p.  360. 

(2)  Ibid.,  p.  360. 

Bulletin  Number  612,  op.  cit.,  p.  62. 
(4)  Ibid..  p.~^ 
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The  three  oldest  credit  union  states,  Massachusetts, 
New  York,  and  Rhode  Island,  account  for  44/o  of  the  total 
member ship. 

The  total  resources,  "by  states,  of  the  credit  unions 
reporting  to  the  Bureau  of  Labor  Statistics  in  1933  were: 
Massachusetts  %il2, 030,012 

Uew  York  6,913,821 
New  Hampshire  1,967,421 
lihode  Island  1,966,300 
Illinois  1,762,946 
Minnesota  1,365,227 
Wisconsin  1,094,072  (1) 

It  is  apparent  that  the  North  Eastern  States  still 
lead  in  the  credit  union  movement,  but  the  North  Central 
States  are  coming  forward  rapidly. 

Credit  union  loans  outstanding  at  the  end  of  1933 
amounted  to  #26,391,683.     (2)    Massachusetts  led  with 
37;^  of  the  total,  followed  by  New  York  and  Khode  Island. 

Losses  by  credit  unions  are  insignificant.  The 
total  loss  for  1933  of  all  societies  reporting  was  only 
#66»663  or  .24/d  of  the  loans  of  all  societies.  (3) 

Building  and  loan  associations.    This  semi-cooperative 
movement  nad  a  total  of  10,727  associations  in  the  linited 
States  in  1933. 


(1)  Bulletin  Number  612,  op.  cit.,  p.  59. 

(2)  Ibid.,  p.  62. 
13)  Ibid.,  p.  66. 
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The  following  table  shows  the  total  memhership  and 
total  assets  for  the  leading  states  at  the  end  of  1933.  (l) 


State 

Kumher  of 
associations 

jMumber  of 
members 

Total  assets 

Maryland 

1,000 

283,000 

185, 000, 000 

Massachusetts 

2E7 

436,920 

508,873,869 

Jtfew  Jersey 

1,538 

970,000 

1,060,000,000 

IJew  ^^ork 

293 

481,928 

394,643,465 

Ohio 

727 

1,968,129 

896,028,774 

Pennsylvania 

2,908 

884,065 

967,791,288 

A  study  of  this  table  reveals  that  the  greatest 
development  in  this  type  of  cooperative  credit  has  been 
in  the  iuiddle  Atlantic  States,  and  that  Hew  iork  and  the 
New  iingland  States  are  relatively  less  important. 

Mutual  savings  banks.    The  number  of  mutual  savings 
banks  has  declined  since  1920  from  620  to  578.  However, 
this  record  is  relatively  good  in  comparison  with  other 
types  of  banks,    rraotically  one-third  of  all  the  banks 
in  the  country  have  failed  since  1920. 

In  spite  of  the  fact  that  the  number  of  banks  de- 
clined, deposits  have  increased  from  about  ^5,000,000,000 
in  1920  to  nearly  ^^10,000,000,000  in  1934.  Deposits 
for  the  peak  year  of  1932  were  slightly  in  excess  of 


(1)  Bulletin  Mumber  612.  op.  cit.,  p.  70. 
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110,000,000,000.  [1) 

The  leading  mutual  savings  "bank  states  are  shown  in 

the  following  table: 

State              i>!umber  of       xiumher  of              ionount  of 
 hanks  depositors  depoai^a 

New  lOTk.  138  6,463,196        ^5, 139, 593,000 

Massachusetts         193  8,834,457  2,045,087,000 

Gonneotiout  73  962,666  661,173,000  (2) 

It  is  easy  to  see  why  lidassaohusetts  and  ilew  York  do 
not  rank  high  in  building  and  loan  association  develop- 
ments.   While  wage  earners  in  the  ^.iiddle  Atlantic  States 
have  been  depositing  their  savings  in  building  and  loan 
associations,  the  wage  earners  of  New  York  and  Ivlassachu- 
setts  have  placed  their  savings  in  the  mutual  savings 
banks • 

Qooperative  insurance.  . Little  can  be  said  about 
the  present  status  of  cooperative  insurance.    The  mutual 
insurance  companies  are  thriving,  but  they  are  hardly  a 
part  of  the  cooperative  movement. 

The  few  strictly  cooperative  insurance  companies 
have  been  formed  as  independent  societies.    The  leaders 
of  the  cooperative  movement  contend  that  they  will  not 
be  successful  until  they  affiliate  with  consumers' 


(1)  Bulletin  i^umber  618,  op.  cit.,  p.  70. 

(2)  Ibid.,  p.  69. 
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wholesales. 

Cooperative  torketing 

By  manufaoturers  and  retailers.    No  statistics  are 
available  which  show  the  amount  of  cooperation  among 
manufacturers  and  retailers,     it  is  safe  to  say  that  it 
is  increasing  rather  than  decreasing. 

As  long  as  a  ""buyer's  market"  prevails,  competition 
will  be  keen  and  the  need  for  economy  will  stimulate 
further  growth. 

Among  farmers.    To  students  of  the  Cooperative  Move- 
ment, the  cooperative  marketing  activities  are  of  con- 
siderable interest.    I'his  has  been  one  of  the  fastest 
growing  and  most  successful  phases  of  cooperation  in  the 
United  States. 

In  July  1936  there  were  10,700  cooperative  market- 
ing or  purchasing  associations.    [1)    All  except  18^ 
of  this  number  were  marketing  associations.    They  had 
a  total  membership  of  3,280,000. 

70.1%  of  these  associations  were  located  in  the 
North  Central  States,  and  Minnesota,  Illinois,  Iowa, 
and  Wisconsin  led  in  the  number  of  associations  and  in 
membership.    SO/o  of  the  associations  marketed  grain  and 


(1)  Monthly  Juabor  Review,  Yol.  43,  ITo.  3,  "Farmers* 
Cooperative  Associations,  1934-36,"  August  1935,  p.  696. 
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21^  manufactured  and  marketed  dairy  products.  (1) 

The  total  estimated  sales  of  farmers'  cooperative 
marketing  enterprises  for  1934-36  was  #1,530,000,000.  (2) 
Business  was  done  by  the  leading  states  as  follows: 
California  ^180,910,000 
Illinois  141,700,000 
JJew  York  124,520,000 
Minnesota  122,450,000 
Iowa  106,830,000  (3) 

California  leads  in  volume  of  business  done  due  to 
the  high  development  of  cooperative  marketing  among  the 
fruit  growers  of  that  state. 

Cooperative  marketing  of  dairy  products  accounts  for 
the  large  volume  of  business  done  in  i\!ew  York  state. 

The  middle  western  states  market  a  large  part  of 
their  dairy  products,  grain,  and  livestock  cooperatively. 

The  following  table  shows  the  relative  importance  of 
the  different  agricultural  products  in  the  field  of 
cooperative  marketing.  14) 


(1)  Monthly  Labor  Review,  Vol.  43,  No.  3,  op.  cit., 
p.  596. 

(2)  Ibid.,  p.  596. 
(2)  Ibid.,  p.  596. 

(4)  Statistical  Abstract  of  the  united  States  for 
1935,  united  States  (Government  Printing  tffice,  Washingt 
D.  C,  p.  586. 
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Cooperative  I'^rketing  by  Gomaodity  (iroupa 

1934  -  1935 


Commodity 

jNumoer  oi 
associations 

iiiS  uima  xeo. 
membership 

-CjS  u  ima  uecL 
business 

 1  J  -4.'- J' 

listed 

Cotton  and  products 

250 

200,000  V 

100,000,000 

Dairy  products 

2,386 

757,000 

380,000,000 

Fruits  and  vegetables 

1,194 

185.000 

182,000,000 

Grain 

3,178 

600,000 

285,000,000 

Livestock 

1,371 

410,000 

162,000,000 

Poultry  products 

147 

73,000 

48,000,000 

Tobacco 

16 

46,600 

5,500,000 

Wool  and  mohair 

120 

63,800 

13,700,000 

All  others 

2,338 

820,000 

188,800,000 

It  is  apparent  that  the  principles  of  cooperative 
marketing  have  been  mostly  successfully  employed  by  the 
producers  of  dairy  products,  grain,  fruit  and  vegetables, 
and  poultry  products. 

Less  success  has  been  attained  in  the  cooperative 
marketing  of  cotton,  wool,  and  tobacco. 

Ji'armers'  cooperative  purchasing  associations.  Through- 
out the  country  farmers*  cooperative  purchasing  associa- 
tions have  grown  rapidly  in  recent  years.    In  1929  farmers 
purchased  cooperatively  farm  supplies  worth  si5l25,000,000; 
this  business  had  doubled  by  1934. 

Chiefly  in  the  Middle  Y/est  and  Far  West  cooperative 
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purohasing  of  petroleum  products  has  oome  to  "be  of  great 
importance.    644  oil  associations  reporting  to  the  i'arm 
Credit  Administration  did  a  retail  business  of  ^31,900,000 
in  1934,     (1)    About  30"/o  of  the  gasoline  and  oil  sold 
in  Minnesota  is  sold  through  cooperatives.    There  are 
10  cooperative  oil  wholesales  in  the  United  States  whicii 
supply  local  associations,  and  there  are  4  cooperative 
oil-compounding  plants. 

There  is  much  more  manufacturing  done  by  farmers' 
cooperative  purchasing  associations  than  by  consvuaers* 
societies,    in  addition  to  oil-compounding  plants,  there 
are  several  mills  which  manufacture  poultry  and  stoclc 
feed,  and  a  few  fertilizer  factories.    The  Eastern 
States  i'armers'  Exchange  of  Springfield,  i^assachusetts, 
operates  a  feed  mill  at  iiuffalo,  j.^ew  iork,  and  a  fertil- 
izer factory  near  t>oston,  iias.sachusetts. 
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GHAPTER  VIII 

THE  FUTURE  OF  THE  COOPERATIVE  MOVEMENT 
IN  THE  UNITED  STATES 

Conflicts  Within  the  Movement 

Cooperative  enterprise  is  generally  considered  to 
include  four  classes:     distribution,  credit,  marketing, 
and  production.    However,  their  common  interests  are  more 
sentimental  than  practical. 

Productive  cooperation,  in  the  form  of  shops  owned 
and  operated  by  workers,  never  did  harmonize  with  consum- 
ers' cooperation.    Uonsuraers '  societies  seek  to  eliminate 
profits  and  secure  goods  for  their  members  at  lowest 
prices.    Producers'  cooperatives  endeavor  to  keep  prices 
up  and  to  transfer  the  profit  from  the  capitalist  to  the 
workers,    hence,  the  interests  of  these  two  groups  are 
opposed.    ±jut  producers'  cooperatives  are  practically  a 
dead  issue  in  this  country  and  have  no  bearing  on  the 
future  of  the  cooperative  movement  in  this  country. 

The  main  conflict  within  the  movement  is  between 
consumers'  cooperatives  and  agricultural  marketing  coop- 
eratives. 

Consumers*  cooperation  involves  the  collective  owner- 
ship of  stores,  factories,  land,  etc.  for  the  purpose  of 
securing  goods  for  the  use  of  its  members  at  low  prices 
by  the  elimination  of  profits. 
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On  the  other  hand,  agricultiiral  cooperative  market- 
ing associations  combine  only  in  the  manufacture  and 
sale  of  the  products  of  their  members.    Their  purpose  is 
to  increase  the  financial  returns  from  those  sales  by 
reducing  the  charges  of  middlemen  and  by  maintaining  a 
high  price  level  for  their  goods  by  regulating  the  volume 
of  sales. 

Consumers'  cooperation  is  a  revolutionary  movement 
which  seeks  to  displace  capitalism,  the  profit  system. 
Agricultural  cooperation  is  purely  capitalistic,  and 
merely  seeks  to  gain  more  of  the  profit  for  its  own  mem- 
bers,   i'he  main  point  of  conflict  is  in  the  matter  of 
prices.    Idealists  claim  that  the  interests  of  these  two 
groups  can  be  harmonized  within  the  cooperative  movement. 
Outstanding  leaders  in  the  consumers'  cooperative  move- 
ment claim  that  the  only  solution  is  for  consumers'  soc- 
ieties to  take  over  and  operate  the  farms  for  the  benefit 
§t  consumers.    The  trend  in  the  "united  States  does  not 
seem  to  be  in  that  direction.    In  fact,  the  tendency 
seems  to  be  for  the  consumers  and  the  farmers  to  organize 
in  opposition  to  each  other,    if  this  tendency  continues, 
sooner  or  later  the  present  loose  affiliation  between 
these  two  groups  will  disappear. 

Credit  societies  have  a  closer  affinity  with  consum- 
ers' societies.    At  present  there  is  little  or  no  conflict 
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between  these  two  groups  in  the  united  States.  However, 
should  the  consumers '  movement  branch  out  into  the  bank- 
ing business,  as  it  has  in  iitirope,  then  there  would  be 
no  need  for  separate  credit  societies. 

The  conflict  within  the  movement  between  consumers* 
societies  and  agricultural  societies  would  seem  to  indic- 
ate that  cooperation  as  a  revolutionary  movement  will 
not  succeed  in  displacing  capitalism  in  this  country. 

The  Attitude  of  the  Government 

The  history  of  the  cooperative  movement  in  Surope 
indicates  that  the  attitude  of  the  government  has  much 
to  do  with  the  progress  of  cooperation,    Cooperation  has 
flourished  in  such  countries  as  iingland  and  Sweden,  where 
the  governments  have  either  been  sympathetic  or  have  not 
set  up  obstacles.    The  cooperative  movement  has  lagged 
in  Germany  and  Italy,  where  the  governments  have  opposed 
it. 

Lip  to  the  present  administration,  property  rights 
have  been  paramount;  the  interests  of  the  consumer  have 
been  neglected. 

Previous  administrations  have  been  sympathetic 
tov/ard  the  farmer  and  his  problems,    ihe  United  States 
Department  of  Agriculture  has  even  advocated  and  promoted 
the  formation  of  farmers'  cooperative  marketing  and 
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purohasing  associations. 

The  credit  union  movement,  which  supplements  rather 
than  conflicts  with  the  capitalistic  system,  has  heen 
accelerated  hy  the  passage  of  excellent  credit  union  laws 
and  recently  a  federal  law* 

However,  no  particular  aid  has  been  given  the  consum- 
ers' cooperative  movement  "by  previous  administrations. 

The  Roosevelt  administration  has  been  even  more  sym- 
pathetic toward  the  farmer  And  to  a  lesser  extent  toward 
consumers* 

(iovernment  aid  has  been  extended  to  cooperative  enter- 
prises of  farmers  and  consumers:     (1)  through  the  passage 
of  laws  by  34  states  permitting  the  incorporation  of  coop- 
eratives under  special  charters;  (2)  through  the  granting 
of  tax  exemptions;  and  13)  through  aid  given  in  the  form 
of  financing  and  technical  advice*  (1) 

As  a  result  of  tax  exemptions,  cooperative  stores 
engaged  in  selling  foodstuffs  often  are  relieved  of  pay- 
ing specific  license  fees* 

In  states  which  have  income  tax  laws,  cooperatives  — 
whether  producers  or  consumers  —  are  usually  exempt  from 
the  payment  of  such  taxes* 

But  under  rulings  of  the  Bureau  of  Internal  Revenue, 
consumers'  cooperatives,  as  such,  are  not  exempt  from 

( 1 )  Report  of  the  Domestic  i>2S  tribution  Uommittee, 
op.  cit*,  p.  22* 
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the  payment  of  federal  income  taxes. 

Cooperative  enterprises  have  received  financial  aid 
from  various  governmental  agencies.     The  financial  aid 
extended  to  agricultural  cooperatives  has  been  substantial. 
In  the  field  of  consumers'  organizetions,  financial  assis- 
tance has  been  given  to  promote  rural  electrification 
lines . 

Several  federal  agencies  have  in  recent  years  issued 
publications  designed  to  be  helpful  in  organizing  consum- 
ers' cooperatives. 

President  Roosevelt  became  so  interested  in  the  possibi 
lities  of  cooperative  enterprise  as  a  solution  for  economic 
problems  in  this  country  that  last  July  he  sent-  a  commission 
to  Europe  to  study  cooperative  activities. 

This  commission  visited  Britain,  Sv/eden,  Morv/py, 
Denmark,  Czechosdtivakia ,  Switzerland,  Holland,  and  Belgium, 

In  its  report  this  committee  did  not  propose  methods 
for  injecting  governiaent-subsidzed  cooperative  enterprise 
into  retail  economy.     Instead  it  merely  recoDimended  (1)  a 
survey  of  cooperative  enterprise  in  -f-he  United  States,  (2) 
that  an  agency  be  established  to  give  cooperative  infor- 
mation and  adviee,  and  (3)  that  steps  be  taken  to  assure 
consumer  ooo"oeratives  credit  parity.  (1) 

(1)  "Report  of  the  Inquiry  on  Cooperative  iinterprise  in 
Surope;"  Domestic  Co^jaerce ,  Vol.  XEX,  No.  9,  Bureau 
of  Foreign  and  Domestic  Comraerce,  V/ashington,  D.C.  , 
Ivlarch  ?0,  1937,  p.  188, 
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Business  V.'eok  claims  that  the  Presi'ient  has  readied  the  con 
elusion  that  in  this  big  United  States,  the  methods  of  pro- 
motiniS^  cooperative  enterprises  which 


(1)  Business  V/eek,  February  6,  1937,  p.  32, 
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have  toeen  auooeasful  in  the  small  iiiuropean  countries 
would  be  futile. 

Oonservative  sponsors  of  the  cooperative  movement 
will  be  satisfied  with  this  report.    They  oppose  govern- 
ment aid  that  would  induce  mushroom  growth  of  cooperative 
organizations  but  eventually  leave  them  flat. 

Government  is  giving  much  aid  to  the  cooperative 
movement  and,  as  yet,  no  handicaps  suc^  as  government 
subsidizing  are  in  sight. 

Obstacles  to  Effective  Cooperation  in  America 

To  make  cooperatives  grow  in  our  capitalistic  envir- 
onment is  not  easy.    Among  the  difficulties  which  the 
cooperative  movement  has  to  face  in  the  United  States 
are  the  followings 

1.  Geographical  isolation.    The  population  of  the 
United  States  is  spread  over  such  a  large  area  that  coop- 
eration between  peoples  in  different  sections  of  the 
country  would  be  difficult,    in  fact,  the  economic  inter- 
ests of  the  different  sections  are  not  harmonious. 

2.  Capitalistic  spirit  is  strong.    I'he  people  of 
the  United  States  are  infected  with  the  profit  motive: 
they  want  to  make  money  quickly  and  easily  in  capital- 
istic enterprise. 

3.  Iviany  different  nationalities.    In  the  United 
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atatea  there  are  many  different  nationalities  and,  un- 
fortunately,  from  a  social  point  of  view,  many  of  these 
nationalities  are  olannish.    They  tend  to  segregate  in 
different  sections  of  a  city,  or  in  different  cities,  or 
in  different  states.     They  cooperate  well  within  their 
own  groups,  but  it  usually  takes  a  national  emergency  to 
secure  cooperation  between  nationalistic  groups. 

4.  Large-scale  retailing.  The  competition  of  the 
great  chain  stores  is  severe  and  their  low  prices  make 
competition  by  a  cooperative  difficult, 

5.  iiarge-scale  manufacturing,    itaass  production  has 
been  so  successfully  developed  in  this  country  that  many 
believe  that  it  is  virtually  impossible  for  cooperatives 
to  enter  the  field  of  manufacturing. 

6.  The  attitude  of  American  labor,     in  European 
countries  cooperatives  have  had  the  support  of  labor 
unions.    In  the  United  States  organized  labor  has  been 
more  interested  in  bargaining  for  higher  wages  than  in 
the  promotion  of  thrift,    it  is  true  that  coal  miners  in 
Illinois  and  ir'ennsylvania  and  labor  unions  in  Seattle, 
Washington,  have  sponsored  cooperatives,  but  on  the 
whole  cooperatives  have  not  received  much  support  from 
organized  labor. 

American  labor  is  mobile.    Liigration  of  labor  from 
oity  to  city  and  from  state  to  state  makes  difficult  the 
promotion  of  cooperative  stores.    This  is  one  of  the 
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reaaoua  why  the  cooperative  movement  haa  lagged  in  the 
oitiea  of  this  country. 

7.  Lack  of  thrift,    Americana  have  enjoyed  relative- 
ly high  wages  and  a  rising  standard  of  living,    Un  the 
whole,  they  are  not  interested  in  saving  small  amounts, 

Sucoeaa  in  Nationality  Groups  and  Among  i'armera 

In  spite  of  these  many  o^bstacles,  there  haa  been 
a  large  amount  of  cooperative  activity  in  the  united 
States , 

iviost  of  thia  succeas  has  "been  due  to  nationality 
groups  and  among  the  farmers.    The  cooperative  movement 
in  i^saachusetts  has  been  almost  entirely  among  the 
Finns  except  for  the  farmers'  cooperative  marketing  and 
purchasing  societies,    in  the  Horth  Central  States,  the 
backbone  of  the  cooperative  movement  in  this  country, 
moat  of  the  cooperative  activity  has  been  develcfcped  by 
the  ijinns,     m  Metropolitan  Kew  York  moat  of  the  coopera- 
tive societies  are  Jewish,    in  the  Middle  v/est  it  haa 
been  carried  on  among  the  isohemians,  iJelgia'^s,  etc. 

Cooperative  marketing  has  not  been  localized  in 
nationality  groups,  but  has  been  carried  on  by  the  farmers. 

What  this  aucceaa  among  nationality  groupa  indicates 
is  problematical,     it  may  be  that  the  cooperative  move- 
ment in  this  country  is  to  be  limited  to  these  groups 
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and  that  cooperation  on  a  national  scale  is  impossible. 
On  the  other  hand,  this  may  he  the  natural  way  for  it  to 
start  in  this  country.     The  Finns  and  other  nationalities 
had  cooperative  experience  before  they  migrated  to  this 
country,  and  they  naturally  would  develop  it  before 
native-born  Americana  who  had  had  no  cooperative  back- 
ground. 

A  Possible  /solution  of  the  Agricultural  Problem 

The  future  of  cooperative  marketing  of  farm  products 
and  the  cooperative  purchasing  of  farm  supplies  seems 
assured. 

The  large  and  rapid  growth  of  farmers'  cooperative 
marketing  associations  is  due  to  the  fact  that  the  far- 
mers have  been  able  to  secure  better  prices  for  their 
products  and  to  lower  the  costs  of  distribution,    i^y  en- 
gaging in  cooperative  manufacturing  they  have  been  able 
to  solve  in  a  large  measure  the  problem  of  surplus. 
This  has  been  particularly  true  in  the  case  of  dairy 
products . 

Cooperative  purchasing  of  poultry  and  livestock 
feed,  fertilizers,  and  petroleum  products  has  enabled 
the  farmess  to  secure  these  essential  farm  supplies  at 
a  large  saving.    It  is  significant  to  note  that  the 
retailing  of  these  products  has  never  been  developed  on 
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a  larf-e  scale  by  private  retailers.    Hot  only  have  the 
farmers  been  able  to  lower  the  cost  of  feed,  seed,  and 
fertilizers,  but  they  have  improved  the  quality  of  these 
products . 

These  two  cooperative  activities  nay  solve  the  farm 
problem  v/hich  statesmen  and  economists  have  failed  to  do. 

Basis  for  Competition  with  Profit-Business 

The  small  margin  of  profit  in  consumers*  goods  as 
retailed  by  Drof it-business  would  seem  to  make  it  diffi- 
cult for  consumers*  cooperatives  to  compete  on  a  price 
basis.     The  rebates  that  can  be  returned  to  consumers  is 
not  large  enough  to  drav;  their  trade  from  the  chain  stores, 

176  local  consuraer  societies  reported  sales  for  1935 
of  $13,766,688  and  155  of  these  reported  net  savings  of 
|663,206,  an  average  rebate  of  less  than  5°/o  {4:.&^/o) 
93  v;ere  store  societies  and  'reported  sales  of  ^8,686,503 
V7ith  85  reporting  net  savings  of  4*313,919.     Thus,  for  store 
societies  the  average  rebate  Is  less  than  4:,o  (3. 6+}j)  (1) 

Hov/ever,  there  is  one  point  at  v/hich  profit-business 
is  quite  vulnerable  and  that  is  in  the  matter  of  quality. 
The  Eastern  States  Farmers'  Exchange  has  proven  to  the 


(1)   "Coopersticn;"  Honthly  Labor  Reviev;,  Vol.  43,  No.  5, 
Bureau  of  Labor  Statistics,  U.  S.  Dep't.  of  Labor, 
vVashington,  D.  C,  Nov.  1936. 
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farmers  in  that  district  that,  while  they  nay  not  be  able 
to  sell  them  the  same  quality  product  at  lower  trices, 
they  Cc.n  sell  them  a  better  product  at  no  higher  Drice. 
The  Exchange  can  and  is  providing  the  farmer  with  grain 
that  will  produce  more  e^/^s  and  milk  and  with  fertilizer 
and  seed  that  produce  more  crops.     And  they  are  doing  it 
at  prices  no  higher  than  those  charged  by  profit-business 
for  less  producr.ive  suTJolies. 
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They  have  auoceeded  in  educating  the  farmer a  to  buy- 
ing on  a  quality  basis  rather  than  a  prioe  basis  with  the 
result  that  their  sales  have  increased  rapidly  at  the  ex- 
pense of  profit-business. 

As  the  discriminating  purchaser  well  knows,  our 
chain-store  retailers  are  just  as  vulnerable  at  this  point 
as  are  the  retailers  of  farm  supplies.     If  the  consumers' 
cooperatives  can  educate  the  consumer  of  household  supplies 
to  look  for  quality,  they  have  a  sound  basis  for  compet- 
ition, and  the  consumers'  cooperative  movement  will  expand. 

jj'arm  supply  associations,  such  as  the  Eastern  iitates 
i'armera'  Exchange, have  found  it  necessary  to  establish 
their  own  factories  in  order  to  control  the  quality  of 
the  products  they  retail.    Consumers'  societies  will  have 
to  do  the  same  thing,    i'hey  lack  the  factcr'ies  at  present, 
but  they  now  have  the  regional  wholesales.    I'hey  must 
take  the  next  step  and  build  factories  of  their  own  if 
they  are  to  compete  on  a  quality  basis.     If  profit- 
business  continues  to  neglect  quality,  and  the  coopera- 
tives succeed  in  educating  the  public,  the  future  devel- 
opment of  consumers*  cooperation  on  a  large  scale  is 
possible. 

There  are  also  many  points  at  which  competition 
with  profit-business  is  possible  on  a  price  basis.  Iviany 
of  our  highly  advertised  brands  of  toilet  articles. 
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cosmetics,  medicines,  eto.  oould  be  sold  at  much  lower 
prices.    Consumers'  wholesales  could  have  such  articles 
prepared  by  manufacturers  under  the  cooperative  brand 
name  and  market  them  at  much  lower  prices. 

In    spite  of  claims  to  the  contrary,  there  are  many 
monopolies  in  this  country  that  require  consumers  to  pay 
monopoly  prices.    The  obstacle  to  cooperative  competition 
is  that  these  monopolists  are  manufacturers  rather  than 
retailers.    It  is  the  manufacturer,  not  the  retailer,  who 
controls  the  sale  price  of  the  goods.    Eenoe,  to  compete 
in  this  field  consumers'  societies  would  have  to  establish 
their  own  factories.    In  some  cases  the  monopolists  have 
control  of  the  natural  resource,  thus  rendering  competit- 
ion impossible. 

A  Supplement  to  Modern  Capitalism 

The  future  of  cooperative  credit  and  farmers'  coop- 
erative marketing  and  purchasing  seems  to  be  safe.  How- 
ever, these  cooperative  activities  supplement  rather  than 
displace  the  capitalistic  system. 

credit  unions,  building  and  loan  associations,  and 
mutual  savings  banks  have  supplied  banking  facilities 
that  were  not  provided  by  other  banking  institutions. 

Farmers'  cooperative  marketing  associations  have 
flourished  because  the  modern  capitalistic  system  did 


not  include  adequate  distributive  aachinery  for  the  dis- 
position of  farm  products.     It  is  true  that  they  have  taided 
to  displace  middlemen,  but  so  did  the  chain  store.  These 
marketing  associations  sure  a  part  of  the  capitalistic  sys- 
tem.   They  merely  represent  the  substitution  of  a  new  and 
more  efficient  piece  of  machinery  for  an  inadequate  one. 

Farmers'  cooperative  purchasing  associations  are 
more  closely  allied  to  the  revolutionary  cooperative  raowe- 
ment,  consumers'  cooperation.    They  seek  to  purchase  goods 
to  be  used  in  crop  production,  which  are  classed  by  the 
economist  as  "producers*  goods."    J^ievertheless,  they 
involve  the  collective  buying  of  goods  and  are  non-profit 
organizations. 

These  cooperative  purchasing  associations  have  dis- 
placed profit-business  retailers  and  wholesalers,  hence 
they  displace  rather  than  supplement  capitalism.  However, 
a  large-scale,  efficient  system  for  the  sale  of  farm  pro- 
ducts had  not  been  developed.    They  have  supplied  a  service 
that  private  business  had  failed  to  supply,  And  for  that 
reason  they  may  be  considered  a  supplement.    Their  place 
in  the  modern  capitalistic  system  seems  assured. 

The  future  of  consumers'  cooperation  in  the  united 
States  is  the  most  difficult  to  vision.    The  present  indica- 
tions are  that  the  capitalistic  system  will  survive  in 
the  united  States.    That  does  not  mean  that  consumers' 
cooperation  will  disappear,     in  fact,  it  will  grow  with 
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the  population.     Ita  growth  may  be  more  rapid  than  the 
growth  of  population. 

The  field  of  louaines  may  be  divided  into  three 
spheres.    There  is  already  established  a  sphere  of  buiiiness 
for  the  government;  the  field  of  public  utilities.  The 
participation  of  government  in  business  today  includes 
gas,  water,  electricity,  and  may  in  time  include  rail- 
roads, telephone  and  telegraph,  and  banking  and  insurance. 
Private  business  will  continue  to  supply  many  of  these 
services,  but  the  sphere  of  the  government  seems  to  be 
restricted  to  this  field. 

The  sphere  of  consumers'  cooperation  will  probably 
be  restricted  to  the  manufacture  and  sale  of  household 
necessities  and  farm  products.    Private  business  will 
continue  to  supply  a  large  share,  no  doubt  the  largest 
share. 

Private  enterprise  will  continue  to  do  most  of  the 
manufacturing  and  retailing,    it  is  in  these  two  fields 
that  profit-business  has  been  most  efficient  in  this 
country. 

There  is  apparently  a  place  for  all  three  types  of 
enterprise,  and  it  does  not  seem  likely  that  either 
state  socialism  or  cooperation  will  displace  capitalism 
in  the  united  States. 

State  socialism  and  cooperation  will  continue  to 
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be  a  threat  to  nrof it-business,  anci  their  iiressure  should 
gradually  bring  about  many  needed  reforms  in  our  caDital- 
istic  system. 

At  present  only  a  fraction  of  the  business  in  the 
United  States  is  done  ooooeratively  and  75';o  of  this  is 
done  for  profit  by  marketing  and  producers*  associations. 
About  ^200,000,000,  or  less  than  one-half  of  one  r)er 
cent,  is  carried  on  by  consumer  cooDerattves.  (1) 

Over  1,500,000  retail  outlets  exist  in  the  United 
States  tody.     (2)  Complete  data  is  lacking;  as  to  the 
number  of  cooperative  retail  outlets,  but  the  number 
of  cooperative  retail  societies  is  not  more  than  1600.  (3) 
The  number  of  coooerative  retail  outlets  v/ould  be  somev/hat 
larger,  but,  at  the  most,  would  be  only  a  frsction  of  one 
percent  of  the  total  retail  outlets. 

Coo'oeration  v;all  stand  as  a  safeguard  against  mono- 
poly.   For  example,  if  the  chain  stores  should  establish 
a  monor)olistic  position  in  the  retail  field,  the  coopera- 
tive movement  will  exT^erience  a  rapid  growiih. 

CooDeration  through  its  educational  program  will 
tend  to  make  consumers  quality  conscious.  Profit-business 
will  be  forced  to  give  better  quality  goods  or  see  coopera- 
tive enterprise  displace  it. 


(1)  "Consumer  Cooperatives:"  Fortune  Magazine,  Time,  Inc. 
New  York,  J'prch  1927,  p.  140. 

(2)  Report  of  the  Domestic  Distribution  Dep»t.  Committee 
OP.  cit. ,  p.  21. 

(3)  Ibid.,  p.  11. 
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An  examination  of  the  business  periodicals  of  today- 
reveals  that  our  business  leaders  are  avmre  of  this  pres- 
sure that  cooperation  is  already  exerting,  and  it  is  doubt- 
ful if  they  will  allow  their  house  to  tumble  down  before 
repairing  it. 

The  Cooperative  l!overaent  in  the  United  States  is 
not  revolutionary;  it  will  not  displace  capitalism,  but 
rather  supplement  and  improve  it. 
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